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The Taxation of Farm Values.
Part I
I. Introduction.
Taxation in general and farm taxation in particular iB de-
manding a great deal of attention at the present time. The general
public is probably more interested in matters of public finance than
at any other time in the history of the nation. There are several
reasons for this. In the first place, taxes have increased rapidly
during the past few years so that the burden upon all people and
property has become distinctly noticeable. Public wealth has not
kept pace with the increase in public expenditures, and as a result
taxes are being felt. Then, too, the activities of the government,
both federal, state and local have increased in number and extent.
Old functions have been enlarged and new functions acquired as the
result of the demand on the part of the public for additional services.
These factors, interacting with each other, have brought about a
demand from the taxpayers to know in what manner and for what pur-
poses their funds are being spent. I 64 )
Complaints due to taxes have been most numerous from farmers.
This has been due, in large part, to the fact that the farmer has
suffered more than other classes during the recent depression. Prices
of farm products have fallen more than prices for other commodities
which the farmer must purchase. The extent to which taxes have
added to the distress of the farmer is indicated by the following
clipping from the daily news despatches from Washington for November
27, 1922:
-2-
W| Tax Strike' New Plan of Farmers.
BA general revolt is brewing among the farmers of
the Middle West against the starving conditions of agri-
culture, according to reports reaching congressional
circles today.
--—One faction has advocated a general
"tax strike" among farmers of one state and their leaders
are seeking converts to their cause in other states.
A second movement has been stairted to use
the technical machinery of the law to evade taxes and
wipe out their debts. In the state, North Dakota,
it was learned that 143 farmers had become bankrupt in
one week last month." — Springfield Republican,
November 27, 1922.
Such a state of affairs is of course unusual but the entire tax
situation is unusual. In the state of North Dakota, aside from the
large number of bankruptcies mentioned above, there have been more
farms sold for taxes during the past year than in any other three
years since the state was formed. (103)
In oertain respects, the position of the farmer in the
general scheme of taxation is peculiar. The increase in taxes on
farm property has been greater than the increase on other property
in many cases, and this fact, coupled with the lower prices received
for farm products, has brought a double hardship to the farmer. He
has a larger tax obligation to meet and proportionately less to meet
it with than other industries. In addition, agriculture is subject
to many inequalities in taxation which are the cause of loss to
-3-
individuals and to the industry as a whole. A tax inequality may
he defined as any difference in the amount of taxes paid on proper-
ties of the same fair cash valuation. These inequalities arise out
of the fact that most farm taxes are paid on the basis of the general
property tax, a form of taxation now recognized by most economists
as inequitable. Farm property is particularly susceptible to in-
equalities because it is widely distributed in space, tangible in
form and subject to no common standard of value.
Purpose.
The purpose of this investigation is first, to analyze the
present tax situation in order to show the particular tax problems
of the agricultural industry, and second, to show the different tax
inequalities existing within the industry and to discover the under-
lying causes of their existence. Particular attention will be given
to inequalities between individuals in the same taxing district, and
an analysis of the extent of such inequalities together with their
causes and probable effects constitutes the major portion of the
data presented. It will be shown that property of the farms with
a small investment is assessed at a higher percentage of its true
value than property on the farms with a larger investment. Real
estate is assessed at a lower percentage of true value than working
capital in the form of livestock or machinery. Other forms of farm
property are subject to discriminatory assessment, the net effect
of which is to handicap the farm with the small investment.
-4-
It will also be shown that for the farms considered, taxes
are not levied in proportion to ability to pay as measured by farm
or labor income. Farms with the lowest labor incomes are those on
which property is assessed at the highest percentage of true value.
Certain tax reforms now being introduced have the effect of reducing
or eliminating in part the inequalities under discussion, and the
operation of these reform movements will be described.
Limitations of the Investigation.
The conclusions arrived at in this investigation are subject
to certain limitations. The source material used consists of farm
management records in Ohio and Massachusetts. The statistics on
farm valuation and taxes paid obtained by the investigators have
been considered as correct in every case for purposes of the in-
vestigation, while actually they represent estimates of either the
farmer or the investigator, or both. Accordingly, there is a limita-
tion to the accuracy of the data used. However, the records for
both states have been taken for at least two years, so that the
estimates have been subjected to several checks, and corrected in
so far as possible. The second limitation arises out of the size
of sample used. In Massachusetts, 143 farms were used in 1920, and
147 farms in 1921. These farms were located in three towns in
different parts of the state. In Ohio, 186 farms were used, which
were widely scattered over the state, so that as a sample the Ohio
data are probably more representative than those of Massachusetts.
-5-
The number of farms in each case is not large enough to warrant any
"but general conclusions. The third limitation arises from the fact
that the conclusions drawn apply particularly to the sections in
which the farms are located. Conditions vary from one section to
another and the inequalities shown may not exist everywhere to the
same extent. The results given are not subject to universal applica-
tion.
II. Historical Sketch.
The study of farm taxation from the standpoint of the farmer
is of recent development. Heretofore the subject has been considered
mainly from the standpoint of the public official whose duty it has
been to raise sufficient funds to carry on the functions of govern-
ment. This viewpoint has developed a bias which has colored all
attempts at investigation up until the past few years.
Previous writers have devoted almost their entire attention
to considering taxation from the administrative side. Adam Smith,
in his "Wealth of nations" (1776)
t
1 ), laid down certain canons or
maxims of taxation adapted particularly to a country in which wealth
was principally in the form of agricultural property. Since that
time, elaborate theories have been built up in which principles of
justice and definite characteristics of desirable taxes have been
established.^
It was not until about thirty years ago that complaints
from farmers over burdensome taxes became of sufficient volume to
attract attention.
(
? )
(
6 ) The panic of 1893 caused distress through-
out all industries and in the case of agriculture the tax situation
-6-
was in part the basis of the strong cooperative and political move-
ment which arose among the farmers of the West. Several investiga-
tions into farm taxation were made at about this time.
In 1895, the Governor of Massachusetts appointed a special
tax commission to investigate the tax situation within the state. In
the report of this commission the situation of agriculture was
analyzed and the principal inequalities mentioned were supported by-
statistical data.( 12 ) This was one of the earliest attempts made
actually to determine the effects of the existing tax system upon
the farmer. A few years later New York also made similar investiga-
tions, but the results were not published. The United States Depart-
ment of Agriculture, in 1897, published • the results of a brief
survey to determine the extent to which farm property was over-
assessed, but the data were insufficient to serve as the basis for
any but the most general conclusions. (11)
It is significant to note that all of these earlier attempts
at investigation were to show wherein agricultural property was
paying an undue proportion of taxes as compared with other classes
of property. In 1901, however, the United States Industrial Commission
laid emphasis upon inequalities within the industry. This Commission
collected information relative to the taxation of farm property in
different sections of the country, the different forms and amounts of
such taxes, as well as the principal defects in the tax systems. In
summing up the conclusions of the Commission relative to taxation
and agriculture, the problem was defined as one of equitable distribu-
tion :
"The problem of the just distribution of the burden
of taxation is (l) a question between different locali-
ties or taxing districts within a state or country and
(2) a question between the individuals within each
district. B ( 15 )
The emphasis upon the two classes of inequalities, regional and
individual, is of special importance because it was the first
expression of this aspect of farm taxation, a recognition of the
fundamental basis for tax reform which is not admitted by many
state tax authorities even today, twenty years later.
Prom this time forward there was an interest in farm taxa-
tion. The pioneers in the study were the state tax commissions.
Wisconsin especially early recognized the importance of local tax
differences and after twenty years has a very equitable system of
taxing farm property. In 1908, the special tax commission of Ohio
reported to the Governor the findings of the commission in regard
to the evils of the tax system in existence at that time. With
respect to farm property, particular stress was laid upon the
problem of inequalities both as between owners of real and personal
property, and as between owners of real estate. In Uew England in
1908, special tax commissions in Maine, New Hampshire and Vermont
gave some attention to farm taxation, but the Massachusetts commis-
sion in the same year neglected the subject altogether . ( 19 ^ 20 H2l)
The situation of agriculture with respect to taxation was
ably summed up by M. B. Hammond in 1908.
(
18 ) The problem of tax
differences was emphasized and the inequalities existing at that
-e-
time were classified as to their importance. Three general classes
were proposed as follows: (l) "between farm property and other
property; (2) between individuals in the same taxing district; (3)
between different taxing districts in the same state. This article
"by Professor Hammond is the only valuable contribution to the litera-
ture field of farm taxation.
During the past ten years the National Tax Association has
given some attention to farm taxation, but for the most part it has
been in connection with the general property tax rather than parti-
cular farm problems. The tax commissions of the different states
have also been active and legislation has been secured whereby
machinery for the elimination of many inequalities has been set up.
In general, these commissions have been most active in the northern
and western states. The states on the east and south have done little
to remedy the evils of farm taxation as they exist under the general
property tax.
During the past two years the American Farm Bureau Federation
has made some attempts to investigate the tax situation, but they
have neglected the more important field of inequalities within the
industry for a discussion of the tariff and other Federal taxes.
l
60)
The United States Department of Agriculture has recently placed a
tax specialist in the field to investigate actual conditions among
farmers, thus recognizing the necessity for actual data.
Viewed historically, it may be said that the field of farm
taxation has never received the attention which it deserves, and
that even now the subject is in a very rudimentary stage of develop-
ment. Economists have failed to consider the peculiar problems of
the farmer, and it has remained for the tax authorities themselves
to undertake the task of bringing about an equitable distribution
of taxes through investigation of existent inequalities. These
investigations have failed in almost every case to determine the
reasons for tax differences, the results being generalizations which,
while valuable, are not sufficient basis for a long time program of
tax reform. There is immediate necessity for extensive, scientific
investigation in every state, for the problems of each are distinct.
Tax differences vary from one section to another, and the considera-
tion of inequalities as set forth in the present discussion is ad-
vanced as only one form which investigation should take. The problem
of regional differences in particular deserves special consideration,
due to the present tendency in production to find more and more
distant markets for agricultural products.
III. The Present Tax Situation.
Before analyzing the present position of agridulture with
respect to taxation, it is desirable to point out certain character-
istics of our general tax system. In the United States, the larger
portion of our taxes is levied under the general property tax. 110)127)
Under this system, a property owner pays taxes according to the fair
cash value of his property. Theoretically, this tax is levied upon
all kinds of property, real and personal, tangible and intangible.
The justification of this form of tax is to be found in the theory
that the fairest and most equitable basis of taxation is to collect
-10-
from each individual according to his ability to pay, and that ability
is measured by the value of property owned. It is at this point that
one of the inherent difficulties of the general property tax is
found. Under present conditions, property does not measure ability
to pay, and the fairest basis seems to be upon income.
The general property tax originated in England at a time
when the wealth of the country was principally agricultural, and
this systegi was brought over to this country by the early colonists.
Under agricultural conditions the tax succeeded fairly well, because
property values reflected ability to pay to a considerable extent.
It is principally as a result of the attempt to use this form of
tax under modern conditions that we have the particular tax problems
of the farmer.
Taxes may be divided into three main classes, federal, state
and local. The only direct federal tax paid by the farmer is the
income tax, and during the past three years this has been a negligable
factor with most farmers.
(
57 ) Other federal taxes affecting the
farmer are indirect, such as the tariff, excise and consumption
taxes, as on luxuries and amusements.
The state taxes borne by the farmer vary with the revenue
systems of the states. The principal classes are the general proper-
ty and the income tax. Most states still depend upon the general
property levy for a large amount of their revenues, although the
present movement is toward finding other sources of state revenues
and leaving the property tax for loaal purposes. (29) (41) state
income taxes form a very small part of the tax burden of the farmer
-11-
because the rate is low and only eleven states have this form of
tax. (100)
Local taxes constitute the major portion of all the taxes
which the farmer pays. These taxes may be divided into two groups,
special assessments and the general property tax. Most taxes for
local purposes are levied upon property, and special assessments
are used only where property has received some special benefit
from public expenditure, as in the case of roads or ditches. In
this connection it might be mentioned that practice in regard to
the special assessment varies widely from state to state, some roads
and other public works being constructed entirely at public expense,
in other cases half the cost is assessed to abutting property, while
in a few states the entire cost is borne by the property owners.
The Growth of Taxes.
The most noticeable feature of public expenditure during
the past few years has been the enormous increase in amount for all
units of government, from the local township to the national govern-
ment. (64) Taking the federal expenditures as an illustration: In
1910 the total net expense of the government was $639,000,000 of
which $615,000,000 was raised by taxation.
(
54 ) In 1920 the net
expense was #4,600,000,000 with over $5,500,000,000 raised by taxa-
tion. The present national budget calls for around #3,000,000,000
and it seems improbable that the amount to be raised by taxation
can be reduced to any considerable extent. This increase is of
course a result of the war, but regardless of the cause, it must be
-12-
paid, and an annual governmental cost of $3,000,000,000 means that
for every man, woman and child of the country approximately $27 is
spent. This is over 475$ of the per capita tax revenue in 1910.
(
53 )
The farmer must contribute his share to this increase through higher
prices on the things which he consumes.
State taxes also show an increase, although not in propor-
tion to the federal increase. Prom 1915 to 1919 the total tax re-
ceipts of the states increased 45$ and the tax revenue per capita
increased from $3.74 to $5.06 or 35$.
(
53 ) From 1913 the total
revenue of states increased from §367,000,000 to $675,000,000 or
more than 180$ of the earlier year. The per capita receipts for
this period increased from #3.80 to $6.43.
^
53 ) In this connection
it is important to note that the general property levies of the
states increased 70$ and the percentage of general property taxes to
the total tax revenues first increased from 46.5$ to 50$ and dropped
again to 45$. (53) The significant feature of this latter increase
is that the "burden on property is increasing in spite of the dis-
covery of new sources of state revenues. In the agricultural states,
most of the property is farm property and the figures given show
that the proportional burden of taxes borne by real estate is in-
creasing rather than decreasing, thereby discriminating against the
farmer.
In twenty-one states, the increase in assessed valuation
from 1912 to 1920 has been 66^, the increase in taxes levied has
been 31$, and the increase in tax rate has been 39$.
(
50
^ If assess-
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TAJ3LE I
Total Wealth of the United States Compared with
Value of Parm Property and Land, since 1860.
Tota£
Value
(b illicns
)
Farm Property—
: All Land^
Year
Wealth2-
per Capita
value
(billions
)
fa Of
total
Value : £ of
(billions jtotal
1860 16,160 : 513 7,980 : 49.4 8,030 49.7
1870 30,069 779 8,945 29.7 11, 580- 38.5
1880 43, 642 870 12, 180 27.9 16,060 36.8
1890 65,037 1,035 16,0e2 24.6 22,845 35.
1
1900 88,517 1,164 20,440 : 23.1 34, 900- 39.4
1910 165,000* 1,700* 40,991 24.8 66,848 40.5
1920 302,000* 2, 689 77,924 25.8 113, 642 37.6
* Estimate—Professor R. T. Ely.
1 7. I. King, health and Income of the People of the United
States
.
2 United States Census, 1920.
3 United States Census of wealth, Debt, and Taxat inn. 1913
.
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TABLE II
Assessed Valuation of Property Subject to Ad Valorem
Taxation, Total and per Capita, 1850-1912.1
United States : Clyi riO nyl ^ a Massachusetts
. Total Per Capita TntcH Total Per Capita
•$ 6,025 259 : 'ki rn ^ • $ 551 554
1860 12,084 364 1 60fi •J_ 1 W W \J ^1 9•j x<c 777 : 631
lb (U * • 11,406 295 e.f XT* c o *z623 1, 274 : 873
1880 17, 140 341 • 2,693 : 671 1,585 888
1890 25,473 407 3,569: 759 : 2,154 962
1902 35,338 : 448 4, 924 857 : 3,115 1,079
1912 69^ 453 715 7, 541 1. 098 A, ios 1,353
alue in o-old A United States Census. 7/ealth, Debt, and Taxation.
1912
TABLE III
Assessed Valuation of Real Property and Improvements
Subject to Ad Valorem Taxation. Total and per Oapita,
1850-1912.1
Year
United States : ITew -^n^land : Massi,chusetts
Total •Per Capita Total :Per Capita : Total :Per Capita,
1850 $ 3,899 : 168 :| 689 : 252 349 : 351
1860 6, 973 : 221 : 963 : 307 : 475 386
1870* 7, 972 206 1, 231 352 : 7 20 494
1880 13,032 259 : 1,896 472 1, 111 623
1890 18, 957 303 : 2 , 093 551 1, 600: 714
1902 26,415 336 . : 3, 889 677 : 2,435 : 844
1912 51,854 534 : 5, 310: 733 : 3,216: 906
* Value in gold.
i United States Census, Wealth, Debt, and Taxation. 1912.
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Chart I.
Explanation.
This chart is intended to show the trend or ratio
of increase of each of the various items since 1860. It is
not a measure of such increase since it ie constructed on a
logarithmic instead of an arithmetic scale, A uniform per-
centage of increase is indicated by a straight line. Until
1912, the ratio of increase in wealth, land, and taxes paid
was about equal. Farm property values increased relatively
less than other forms of wealth. Since 1912, taxes have
increased relatively more than wealth, land, or farm prop-
erty. Farm property values during this period have
increased proportionately more than land values, and about
the same as wealth.
12 e -
CHART I
Graph Showing the Trend in Total Wealth,
Ad Valorem Taxes, Farm Property and All Land
Values in the United States, since 1860.
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ments are a fair criterion of value, taxes are increasing much faster
than property values. This fact is shown very definitely by comparing
the increase in wealth with the increase in taxation. From 1913 to
1920 the estimated increase in the wealth of the United States is 80^
while the increase in state taxes as mentioned above was 131 % for
the same period. Federal taxes increased approximately 800' %
in this interval, and if the state and federal taxes are combined,
the total increase is 500 % over 1912, or more than six times the
increase in wealth.
County and other local expenditures have been mentioned as
the chief tax burden which the farmer bears, and they have also in-
creased a great deal more than property valuations. No statistics
are available for all counties later than 1913 but figures for in-
dividual states may be taken as representative of the general increase.
In New York local taxes including cities have increased from $153,000,
000 in 1910 to $417, 000, 000 in 1921, an increase of 172 %, while the
Ooo)
increase in property assessment has been only 57 %, In Ohio all local
taxes increased 182 % from 1913 to 1931, county taxes increasing 190 %'
and township taxes 160 %. In the same period the taxable valuation
increased only 60 % most of which was in city real estate. The in-
crease in farm land values was only 17 % showing that taxes paid by
farmers bear less relation to the increase in property values than
taxes on urban property.
The tendency for taxes to out-run property valuations has
developed most during the past ten years. Previous to 1912 the
rates of increase for wealth, taxes, and real property
were all about
equal. (27) The general trend for taxes, land, farm
property, and
wealth since 1860 is shown on Chart I. The
statistics from which the
- 14 -
curves were plotted are given in tables I and III. Using values in
1860 as a base, in 1912 wealth was 1160 %, ad valorem taxes 1430 %
t
and the assessed value of real property 1157 % of the base. A
comparison of the percentage increases in wealth and assessed value
of real property shows them to be almost identical up until 1912.
Chart I shows that the increase in land values has also been propor*.
tional to increase in wealth. Since 1912 total wealth has increased
faster than either land or real estate values, while the increase in
taxes has been greatest of all. In 1920, land value was 1420 % of
the value in 1860, while total wealth was 1870 %, In contrast to
these increases, all farm property in 1920 was only 970 % of the
1860 value. ( 27 >
Several general conclusions may be drawn in regard to the
effect of the increase in taxes on the farmer. First, farm property
has increased in value less than taxes which must be paid, with the
result that taxes are becoming more of a burden. Furthermore, the
increase in other property values has been more nearly equal to the
increase in taxes than farm property, which may act as a handicap to
agriculture. In the next place, the particular taxes which constitute
the greater share of the farm burden, namely county and township
levies, have increased more than other taxes with the exception of
those of the federal government. The farmer also bears his pro-
portional share of the latter increase through the goods which he
consumes.
The actual extent of the rise in taxes is indicated by
press data prepared recently by the United States Department of
Agriculture. Farm taxes per acre of land in 1922 were 226 f of the
- 15 -
tax per acre levied in 1914 for the United States as a whole, The
variations by states were from no increase in Arizona to 360 % of the
1914 figures in Arkansas. Actual taxes per acre varied from 7 to
96 cents in 1914, while in 19S3 the lowest amount was still 7 cents,
the highest $3.32. For geographic regions, the North Central states
have the highest average taxes per acre and the Southern states the
lowest. Hew England ranks next to the Southern states in point of
low taxes per acre due to the low value of farm property.
The general average per acre for a state is an unsatisfactory
method of measuring the increase in taxes however. When the wide
differences from one part of the state to another are taken into
account such an average means little. Using Wisconsin as an illustra-
tion, in 1920 the average taxes per acre were $1.15, an average annual
increase of 19.5 % over the year 1914. ( 58 > If the different sections
of the state are considered, taxes per acre in 1921 averaged 1.714 for
the 23 northern counties, $1.14 for the 27 central and southwestern
counties, and $2.06 for the 21 central and southeastern counties.
^
50
^
The highest county average tax per acre was $2.58, the lowest, $.45.
The increase in taxes since 1914 varies from 63 % to 145 % for the
counties with the lowest and highest increases respectively, or
expressed in slightly different fashion, the taxes per acre in 1921
are from 163 % to 245 % of the taxes in 1914. Land shows considerably
less increase in value during the same period.
(
58 >
In the same manner it may be shown that in other states the
increase in taxes varies a great deal from county to county, and even
from township to township. Any average for the state: is usually
too
low rather than too high due to the fact that there are few
counties
-16-
having exceptionally high rates, the extreme variations usually being
lower than the general level rather than above it. If the average for
the state is computed as an average of county averages it is apparent
that several very low counties will affect the final result materially.
It may be said then, that the state averages as reported by the United
States Department of Agriculture are indicative of general conditions
only, and are not an accurate method of expressing the increased tax
burdens of agriculture as an industry.
The Pall in Prices.
In addition to the general rise in taxes, the distress of a large
part of the farm population has been accentuated by the fact that they
have nothing with which to pay. Farm prices of products dropped more
than prices for other commodities which the fanner buys thereby leaving
the farmer less and at the same time rendering the industrial classes
better able to pay their share of the taxes. Using the average prices
from 1910-1914 as 100, the general orice level reached the peak at 231
(71-a)
in 1920 and dropped to 150 in 1921 and 152 in 1922. Using the same
base for farm prices, the peak in 1920 was 215 with a drop in 1921
to 120. In 1922 the index of farm prices rose four points to 124
but is still 28 points under the general price level. ( 71_a )
The bulk of farm production is food crops. The index number
of retail food prices in 1922 was 146, or slightly under the general
price level. The farmer therefore receives proportionally
less for his produce while the price to the ultimate consumer remains
but little below the general price level. The fall in prices has there-
fore had a double effect on the farmer, the net result fif which has
been to leave him very little income out of which to pay his taxes
assesed at the former level of prosperity.
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In the matter of recovery from the depression of 1930,
agriculture has failed to respond in proportion to general business
conditions. Again using price indices with 1910-14 as a base, the
general price level has been rising all thru 1923 and 1933. Begin-
ning at 141 in January, 1933 the general price average reached 160
in February of 1923. ( 71-a ) Fo r the same period farm prices advanced
from 116 to 136 and the retail prices of food remained stationary.
It is evident that farm prices are lagging behind general prices to
about the same extent as at the peak of the depression, which benefits
the farmer's position not at all.
A study of farm incomes during the past twelve years proves
conclusively that during the past two years the farmer has received
less than for any other year during the period. In 1909 the average
return per farm for management and labor was $311. This is of
course exclusive of interest on his capital investment. During the
next ten years the maximum point was reached in 1919 with an average
of $1456 per farmer. In 1930 the average dropped to $465, or only
about 34 % of the previous year. Part of this increase was due to
inflation of course. If 1913 is used as a base the purchasing power
of the farm labor income in 1909 was $336, in 1919 $833, and in 1930
only $319. It has been estimated that in 1931-33 the farmer
paid in directand indirect taxes about $309 per farm or 45 % of his
labor income for that year.^ 69 * In 1913-14, the total tax paid per
farm is estimated at $88 or less than 30 % of the labor income for
that year. ^ 69 '
We have been dealing, of course, with a temporary situation.
Tinder normal conditions it has been shown that 18 % of the income from
farm land is taken in taxes, while incomes from other forms of
property are taxed from 3^-3^ more than this figure. ^ 5C ^
3ut it should be noted that a level of taxation has been
reached and reductions are difficult. In view of this fact it
seems unlikely to expect that the taxes on the income from
land will be reduced, and since the income has declined the
only possible result is that a larger percentage must be taken.
In summing up the! present position of the f irmer it
is well to emphasize again the points which entitle him to
particular attention in discussing the tax situation. The
enormous increase in taxes have brought increased burdens upon
property which has not increased proportionately in value.
The taxes bearing heaviest on farm property have increased
more than those falling upon other classes thereby acting ae
a handicap to agriculture. lastly, the economic situation is
such that the farmer, of all classes, is least able to pay
present taxeb.
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Part II.
Inequalities in Taxation.
The second question of importance in dealing with the
taxation of farm property is that of existing inequalities. Such
inequalities may exist between individuals, local taxing districts,
states, or geographic divisions of the country. In any case they
operate in such a way as to discriminate in favor of individuals,
localities, or geographic sections. It is the purpose of the follow-
ing discussion to point out the principal classes of such inequalities
and by analysis to discover some of the underlying causes of their
existence.
It has been pointed out that the majority of taxes paid by
the agricultural industry levied are on the basis of the general
property tax. As this tax is assessed at a uniform local rate upon
the value of the property, the only way by which individual
inequalities can arise lies in the determination of a fair value.
There are two general methods of fixing the value of farm property
at the present time. One is through the use of a local assessor who
by looking over property attempts to fix a fair value, according to
the best of his judgment. The other method consists in having each
tax payer make a sworn statement of the value of his property, or
self assessment. In some sections both methods are used, and some of
the drawbacks and disadvantages inherent in our methods of assessment
will be discussed later. By the use of either method inequalities
creep in, and for the present purpose such differences between
individuals in the same taxing district, under substantially similar
conditions will be called individual inequalities.
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A second class of inequalit ies arises out of variations in
the cost of government or sources of revenue between different gover:
mental units. Thus in New England with town governments, each town
has a local tax rate and these vary widely from place to place. In
the West the local taxing district may be the county, the school
district, the township, or special district. Variations in rates
exist between these local districts, between groups of these local
districts, and between different states. Such differences may be
called regional inequalities^
In addition to inequalit ies within the industry such as
have been described there are also differences between farm property
and other classes of property, or inequalities between the property
of industries. In many states corporations organized within the
state are not taxed, and frequently local taxing districts will
grant corporations exemption from taxes for a certain length of time
in order to attract capital. Other kinds of property may also be
assessed in such a manner that inequalities exist with respect to
farm property.
Professor M. B. Hammond was the first writer to use the
present classification of inequalities affecting farm property. (18)
The writer arrived at the same classification before consulting
Professor Hammonds conclusions, and entirely independently of them,
but it is well to give him credit as the first student of farm
taxation who distinctly recognized the three classes used.
Individual Inequalities in Taxation.
From the standpoint of the farmer, the fact that he pays
more taxes than his neighbor is of much more importance to him tha
the fact that hie taxes may be double those of farmers in the next
town, county, or other taxing district. Inequalities nearest him
are those which he feels most.
It has just been shown above that inequalities in the same
taxing district can arise only thru faults in assessment. The local
tax rate is fixed, and two farmers with the same size of investment
may have different taxes either because one is over-assessed, or
under assessed. In assessing farm property, four general groups or
classes of property may be distinguished upon which discriminatory
assessments may be made. These are as follows:
1. Land together with improvements.
3. Buildings.
3. Livestock.
4. Machinery.
These four classes of property constitute over 95 % of the average
farm Investment and are almost the sole basis upon which taxes are
levied. Many states exempt a certain amount of personal property
including household furnishings. Feed is an indeterminate quantity
for tax purposes since assessments are usually made in the spring,
so that the real and personal property as classified above is
practically all that goes into the assessment books.
Source of data used.
The general sources of materials used in this investigation
were stated in the introduction ,but for purposes of reference in the
discussion as well as to show the distribution of the farms used, a
detailed description of the records used is given here. The Mass-
achusetts records were collected by the department of farm manage-
ment in the Massachusetts Agricultural College. Most of the records
were obtained by members of the department, although a few students
were also used In making the survey. In all cases the data were
carefully edited and corrected before being placed upon the working
sheets from which it was taken by the writer. The summary of the
Massachusetts records is as follows:
County Town Number of Records
.
193 1931
Middlesex Littleton 63 59
Middlesex Boxborough 41 39
Berkshire Sheffield 40 49
Totals 143 147
Throughout the discussion each group of farms will be designated
by the town in which it is located and the year of the survey.
The Ohio records were collected by members of the depart-
ment of rural economics at Ohio State University. Those used/for the
business year of 1931, although in many cases the records have been
taken for the same farms for several years, Most of the farms from
which records were obtained keep accurate accounts so that the data
arc reliable. Due to the fact that the surveys were made on the
basis of certain types of farming rather than definite geographical
areas, the farms cannot be classified in the same manner as those in
Massachusetts. The principal groups are as follows;
Name go. of farms General location
Northwestern tractor survey 34 Putnam and Allen counties
Northeastern tractor survey 43 Northeastern dairy section
Medina county cost survey 18 Medina County, dairy sectioi
Greene county cost survey 19 Greene county grain &
_ .
, , , . 70 stock section.Scattered counties summary <-&— Entire state.
Total 186
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Local tax rates in Ohio vary comparatively little from one part of
the state to another, at least much less than the Massachusetts towns,
so that the 186 farms for which records were obtained may be considered
as a unit. This has the advantage of giving a larger sample with
which to work, and the results may be taken as representative for the
state in so far as general trends and conditions are indicated.
Method of using data.
In beginning the study of individual inequalities, nothing
definite was known except that inequalities between farmers in the
same section were rather prevalent. Investigations by the Massachu-
setts tax commission (12) and the Maine tax commission (19) some
years ago showed that very frequently the percentage of assessed
values to sale values on property in the same town varied a great
deal from farm to farm. Data collected by the Ohio tax commission
showed the same results. Using these results as a starting
point, the first step was to determine the actual extent of such
differences. Data on the amount of taxes paid per farm as well as the
amount of capital invested were taken from the farm management records.
The capital investment of course is an estimate, but for all practical
purposes it was considered to be the actual cash valuation of all
farm property. In order to get a comparison between farms, the per-
centage of the entire investment paid in taxes was calculated and
expressed as a tax rate of a certain number of cents per $100 of actual
value of investment. This derived rate is to be distinguished from
the legal rate which is uniform for all farms within the taxing
district. Throughout the discussion farms are compared on the basis
of this derived rate. Differences in this rate are one method of
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expressing the fact that certain farms are over or under-assessed.
That is, the property of a farm having a high derived tax rate is
assessed closer to its actual valuation than a farm with a low derived
rate. For purposes of our discussion this derived rate will he re-
ferred to as a rat e
t
and where the legal rate is used it will be so
designated.
Massachusetts Inequalities.
Each group of farms was first classified according to rate
groupings, the number of farms and amount of capital assessed in
each rate class being calculated. The result for Massachusetts is
shown in table V. It is apparent that wide differences in tax rates
exist. The greatest variation occurs in the Town of Littleton where
the lowest rate is $.70 and the highest $3.30 per $100 of capital
invested, or a difference of #3.60. This means that the farmer with
the highest rate pays proportionally four times the taxes of the
farmer with the low rate. Furthermore, there seems to be no definite
representative or mod^l class containing a large percentage of all
farms and capital taxed. The percentage of distribution is com-
paratively regular for all classes from the $1.30 - 1.39 group to
the $2.10 - $8.19 group. If the assessment through the town were
made in a consistent manner it would be expected that a large part
of the capital would be assessed around some one rate class, or
group of classes, and that the variations from this modal class
would be comparatively small. Since nothing like this appears,
the
conclusion to be drawn is that assessments in this particular
town
are made in rather an unsystematic manner.
The farms of the Boxborough area show the least
rate
difference, the variations here being from $.60 to $1.50
per $100 of
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TABLE V
Distribution of Capital According to Rate of
Assessment, 142 Massachusetts Farms, 1920.
Town of
EoxTjo rough
: Town of :
:
: Littleton :
TV,
-v- P a + e>lax fiaue
cents per :
1
No
.
T?:3 T*17.X di ill o
,
p
UU 0<XX
Gum. • .No. :
1
J. lllo L» J. p 1 Udl
of
i°
+ r\ + ^ 1LO m. X
: Cum. :
o \j — o ? 3 ^34 453 8 • P
7fl - V Q
I \J ~ (J : i : 5 , 4 27 1 . 26 : 9 . 26 1 1 • 1 43 • 1 4"^ •
Pfi_ QQOVJ — C- 1/ 3 • 46,868 10 . 85 20 11» • ^> • -X. XL
1
1 • 31 426 • 3 26 • 4 69-
Q n _ Q Q 4 30 600 7 1 • 27 21 : 2 • 21 635 • 2 14 • b 83 •
1 00 -1 HQ • 10 99 536 23 .
1
: 50 . 31 : 2 : 26,752 : 2.77 : 9.60:
X lu -XXv 5 • 63 035 "14 7 •65 01 1 • 31 928OX j -J (*j\J • 3 30 12 90
•
i on i oqx (iu -16s 7» f 100 396XW w | O v •23 1 :88 . 11 • 3 : 86,702 • £ . 95 : 21. 65
:
lou-los A• *± • CI
Q
/ • u • c fi 71 • 1 49 939 '1 S3 4^
X4U —X4» P(Li 1«J , u wo • C-R 87 7 • 74 ^79 • 7 69 •44 99>
~l K A T K Aloo-ioy O - iQ A OA J . Jl . sn O •. JU|UU .
160-169 RO - A"* 9R R A ftp • Rp. fip •
170-179 ft R^ 1 97OO, X<£ ( . «J • ftCD
180-189 o > 3Q 1 7 Q • A OR • fiR 21 -
190-199 ni i • 1 91 91 R 80 71 •
ciOG -209 • 47 117 4 88 : 85 . 59
210-219- 6 ^0 879 5 . 26 :90.65:
220-229 : 1 6,795 . 70 91. 55
1 17,839 1.84 93 . 39
250-259 2 : 23, 125. 2.39 95.78:
260-269 : 1 : 16, 200. 1.68: 97 . 46
320-329 : 5, 259: 1.2
:' 100.0 2 : 22, 197 : 2.30: 99.76:
Total : 41 • 431, 995: 62 : 9o5,792:
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TABLE V
(continued)
: Town of :
: Sheffield : All Farms
Tax Rate
cents per
tioo
: No
.
: Farms : Capital
/°
: total
: Gum. :
or
: No.
: Farras : Capital
Jo
: to tal
: Cum.
of
40- 49 : 2 : 42,125 ! 6.9 : 6.9 : i 2 : 42,125 : 2.1 : 2.1
50- 59 : 2 : 21,834 : 3.6 : 10.5 : : 2 : 21,834 : 1.1 : 3.2
60- 69 : 4 : 71,833 :11.7 : 22.2 : : 7 : 106,286 : 5.3 : 8.5
70- 79 ! 9 : 154, 456 :25.2 : 47.4 : : 11 : 173,673 : 8.6 :17.1
80- 89 : 5 : 108, 711 : 17 .
7
: 65.1 : I 9 : 187,005 : 9.3 •26.4
90- 99 : 6 : 89,039 :14. 5 : 7 9.6 : i 12 : 141,274 : 7.0 :33.4
100-109 : 3 : 45,721 : 7.4 : 87.0 : : 15 : 172,009 : 8.5 :41.9
110-119 ! 2 : 20,234 : 3.3 1 90.3 : : 8 : 115,197 : 5.7 :47.6
120-129 : 3 : 25,686 : 4.2 : 94.5 : : 13 : 212,784 :10. 6 : 58 .
2
130-139 : 2 : 14,313 : 2.3 : 96.8 : : 12 : 196,3639 : 9.8 :6E.O
140-149 : 2 : 19,582 : 3.2 :100.0 : : 11 : 107,564 : 5.3 :73.3
150-159 : 3 : 49,020 : 2.4 :75.7
160-169 : 5 : 83,255 : 4.1 :79.8
170-179 : 4 : 53,127 : 2.6 :82.4
180-189 : 3 : 39,179 : 2.0 :84.4
190-199 pfji 121, 215 • 6.0 '90.4 i
200-209 : 4 47, 117 2.4 92.6 :
210-219 : : 6 : 50,879 . 2.5 95.3 :
220-229 : : 1 : 6,795: .4 : 95.7 :
230-239 : : 1 : 17,839: .9 : 96.6 :
250-259 : : 2 : 23, 125 : 1.2 : 97.8 :
260-269 .- 1 : 16,200: .8 : 98.6 :
320-329 : : 4 : 27,456: 1.3 : 99.9 :
Total : 40 : 613, 534: :143 : 2,011,321:
value. This may be explained in part by the fact that the sample
is smaller and the chances for extreme variation are consequently
less. There is a definite modal class here which may be determined
upon inspection. It is found to be the $1.10-1.19 class, which,
although not the largest, nevertheless is most truly representative
of the group. Over 50 % of the farms containing 60 % of the capital
are assessed at a rate of from $1.00-1.30 per $100 valuation, and
most of the variation occurs below these rates. The data show that
assessments are made on a more systematic basis in Boxborough than
in Littleton.
The Sheffield area shows less variation between individual
than the Littleton area, and slightly more than the Boxborough
survey. Taken as a group, the rates are generally lower than for
either of the other towns. The extreme variations are from $. 40-1. 50
per $100 valuation, the higher rate being more than 350 % of the
lower one. There is a definite modal class from $.70-;79, which
contains 25 % of the capital assessed. As with the Boxborough area,
over half of the farms and capital are assessed within the limits
Of three rate classes, from $.70-.99, again showing greater uniformity
of assessment than for the town of Littleton.
The column at the extreme right of the table gives the
summary for the 143 farms here considered. If the farms are taken
collectively we see that for these three towns variations of from
$.40-3.30 per $100 valuation are found as the extremes, and that
25 % of the total valuation is assessed at least $1.00 higher than
property at lower rates. On an average valuation of $14,000 per farm,
25 % of the farmers pay as much as $140 more in taxes than some
farmers within the group, or in other words, they lose one percent on
their investment through inequalities which could, in large
part, be
avoided. To consider the other extreme, one third of the farmers
pay less than $140 total tax while one fourth of them pay more than
s*284, a difference of fSO,or .56 % on the average investment. Such
inequalities cause heavy losses to farmers who can least afford
them.
There are two limitations to tne above conclusions which
should be mentioned. In Massachusetts certain farm machinery is
exempt from taxation, as well as livestock under one year of age.
As the inventories of the farms considered were not available it was
impossible to determine the actual exemptions for these two classes
of property
. and the tax rate was therefore computed on the entire
capitalization. An examination of the records shows that farm
machinery constitutes only about 5 % of the average farm investment,
and as the more expensi/e types of implements are not exempt it is
safe to assume that not more than one half the value of the machinery
or 3g % of the total capital is exempt on this basis. Young live-
stock have little value and the exemptions are probably less than
10 fa of the value of all live stock or 1.5$ of tne total capital
investment. The estimated value of all exemptions, livestock and
machinery, is about 4 % of the investment of the average farm. There
is great variation in farm capitalization, s©me farms having as much
as 20 % of their investment in machinery, so that any generalization
as to actual percentage of error is impossible. In any cast?, it is so
small that for the present purpose it may be counted as negligible.
The only purpose in raising the point is to show that the data
presented are indicative of general conditions rather than a measure
of absolute accuracy, which is a natural limitation of all statistical
data.
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Ohio Inequalities.
Individual inequalities among Ohio farms were obtained by
the same methods used in connection with the Massachusetts surveys.
The rate groupings used in classification were doubled for the sake
of convenience and also to obtain larger and more represent itive
classes. The results are shown in tables XIII and XIV. The extreme
rate variations are from
.f. 30-3. 19 per §100 capital invested altho,
only three farms out of tho entire number are assessed at rates over
$2.00 per $100, and only four farms at a rate lower than $.'40 per
$100. If the extremes are omitted from consideration, the rate
variations are from |, 40-1. 99 per $100, or less than the difference
among the Massachusetts farmers. The rate class most truly re -
presentative of the group, or the modal class, is the $.80-*99 class
at which over one fifth of the farms containing nearly one fourth of
the property are assessed. Over 55 % of the value of the entire
property is assessed either in or below the modal class, although the
variations in rates are greater above this class. Differences
between individuals in the actual amount of taxes paid are larger in
Ohio than in Massachusetts due to the larger size of farm. The
average capital investment of the 186 farms used for this study is
fS5, 700, so that the farmer paying at a rate of $.60 per $100 has an
actual cash payment of $154 for taxes, while the farmer paying at a
rate, of £l.50 per $100 pays out §385. This shows a difference of
£231, slightly less xhan If of the investment.
Since the fact of inequalities between individuals has
been established and the extent of such inequalities is known, the
next question is to determine whether such differences are peculiar
to any particular class of farms or farm property. If
assessment
within any taxing district ie merely careless and inefficient, it
seems that all classes of farm property ought to suffer equally and
that this inequality would disappear as the number of farms used for
a sample becomes larger. That is, a summary of a thousand farms
would show no discriminatory assessments against any particular kind
of property or farm because errors due to carelessness would com-
pensate for each oth-jr in such a large sample. On the oth=r hand, if
assessments are habitually too low or too high for any one class of
property, such an inequality at once appears in a fair sample.
Farm property is variable in it's assessibility ; soma kinds of
property are comparatively easy to assess, while valuations of other
property upon which there is no common opinion as to value must
depend entirely upon the judgment of the: assessor. Various other
factors of a psychological nature enter into forming the assessors
opinion of values and in the last analysis it may be said that with-
out supervision assessment becomes purely a matter of personal
judgment on the part of a single individual. The causes of local
tax differences between individuals arc: to be found through the
determination of what may be called habitual errors of judgment on
the part of the assessor.
I. Inequalities Between Rarme According to Capital
Investment.
Variation in size of farm investment is the most obvious
respect in which farms differ. Accordingly, the farms of the
different survey areas were grouped by size of business as represented
by the total investment. The size groups were arranged in ascending
order and the amount of -capital, the taxes paid, and the
numberof
farms in each class determined.
Table VI indicates that tax rates vary in inverse pro-
portion to the size Of. farm. The farmer with a small investment must
pay a higher rate than the farmer with a larger business. In the
Littleton area, the farms with an investment under $10,000 pay an
average tax of #123 on an average investment of #6,695, or a rate of
11.83 per #100 valuation. The rates drop with increase in investment
until the farms having between #30.00 - 40,000 pay only #1.09 per
$100. If the five farms over §30,000 are considered as a class, the
average rate is #1.35. Thus the farmer on the smallest farm pays. as
much as £,8.00 per thousand more in taxes than his neighbor with an
investment four times as large.
The data from the Boxborough area bring out the same fact .
Here the farms are 40 % smaller, but the differences between large and
small farms are almost as great as in Littleton. The small farmer in
this case pays #4.00 more per thousand than his more wealthy neighbor.
In Ohio the small farm ie also handicapped to about the
same extent as in Massachusetts. Table VIII shows the total amount
of capital as well as the different forms assessed on 186 farms by
amount of investment. The tax rate for each class is given in the
right hand column, and it will be noticed that as the amount of
investment increases there is a definite decline in the rate. This
fact is brought out in graphic fashion in chart IV. The line X
represents the line of equal distribution of taxes at a uniform rate.
The line Y shows the actual percentual distribution of taxes, the
cumulative percentages of capital investment on the lower axis being
in proportion to si ze of farm. The greatest variability from the
line of equal distribution occurs in the lower percentages of
capital investment where the farms are small, the widest point of
, total
difference being found where 45 % of the/capital on the small farms
TABLE VI
Frequency Table Showing Capital and Taxes Paid by
Size of Farm Investment, 61 Farms, Littleton Area, 1920.
*-*JL£iC UJ. .T ct» ± ill
(Oooo)
XxO .
Farms Capital Tax
Average
:
Capi tal
per farm
Average *
iax
per farm
Rate
(per iilOO)
0- 9.9 21 .,140, 606 :| 2,597 $ 6,695' I 123 $ 1.83
10-19.9 24 343, 517 6, 127 14,313: 255 : 1.78
20-29.9 : 11 • 277,798 4, 360 25, 254 396 : 1.56
30-39.9 3 93, 834 1,021 31, 278 307 : 1.09
40-49.9 1 47, 270 935 47, 270
'
935
: 1.97
50-59.
9
1 50, 674 675 50, 674 675 : 1.33
Total : 61 $953, 699 $15,715 $ 15,634 $ 257 $ 1.64
TABLE VII
Frequency Table Showing Capital and Taxes Paid by
Size of Farm Investment, 40 Farms, Boxborough Area, 1920.
Size of Farm
(5000)
• No.
: Farms • Capital : Tax
: Average
: Capital
:per farm
: Average
: Tax
per farm
: Rate
(per §100
)
0- 4.9 7 :$ 25,530 :$ 439 $ 3,647 :§ 62 '$ 1.66
5- 9.9 14 93, 632 1, 512 6, 688 108 1.65
10-14.9 15 181,753 2, 642 12, 116 176 1.45
15-19.9 :
20-24.9 4 89. 737
•
1.085
.
22, 434
:
271 : 1. 25
Total : 40 : $390,652: | 5,678! I 9,766! I 142 : $ 1.45
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TABLE VIII
Distribution of Farm Capital and
Taxes by bize of Farm Investment,
186 Ohio Farms, 1921.
Capital-
i zat ion
(^000
)
No. Total
Farms Capital Land
Real
Ss tate
0- 4.9 1 $ 4,487 | 1,700 v 3,200
5- 9.9 17 125, 690 57,750 92, 240
10- 14.9 29 348,016 173, 254 266, 339
15- 19.9 43 742, 641 402, 215 573, 522
20- 24.9 24 535, 529 324, 693 426, 423
25- 29.9 14 374, 123 199, 907 287,497
30- 34.9 11 344, 799 213,065 278,465
35- 39.9 15 566, 256 376, 307 474,212
40- 44.9 10 421, 358 295, 315 347,090
45- 49.9 8 373, 503 359, 650 312,402
50- 54.9 6 317,435 217, 250 258, 550
55- 59.9 1 56, 572 44,100 52,000
60- 64.9 1 61, 251 45, 150 55,650
65- 69.9 2 131, 716 75,800 106,000
70- 74.9 1 70,071 50,000 60,750
75- 79.9 1 74,333 60,800 68, 500
80- 84.9 1 81, 344 60,500 63,650
.00-104.9 1 102, 000 65, 909 80,600
Total 186 $4,731,134 |2, 923,365 j3, 807, 090
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TABLE VIII
( continued)
Capital- Working Live Machin- Tax Rate
ization Capital otock ery Per #100
(#000)
0- 4. 9 # 1,287 # 480 | 425 1 78 1 1.74
5- 9. 9 33,450 15,336 13, 672 1,624 1.29
10- 14. 9 81, 677 41, 903 21, 502 4, 503 1;29+
15- 19. 9 169, 119 86,090 43, 805 8,260 1.11
20- 24. 9 109,116 54,360 34,024 5,821 1,09
25- 29. 9 86, 626 52,270 27,078 4, 542 1. 21
30- 34, 9 66, 334 34, 396 20,410 2, 572 .745
35- 39. 9 92, 044 42,255 27,069 4,693 .830
40- 44. 9 74,268 44,410 18, 470 3,269 .768
45- 49. 9 61, 101 29, 932 17,7 53 3,034 .813
50- 54. 9 58, 885 38,218 12, 537 2, 952 .93
55- 59. 9 4, 572 438 2, 694 595 1.05
60- 64. 9 5, 601 4,300 874 650 1.06
65- 69. 9 25, 716 15,045 6, 630 1, 140 .865
70- 74. 9 9, 321 6,250 1,570 542 .774
75- 79. 9 5, 833 1,787 3, 128 540 .458
80- 84. 9 17, 694 6, 730 2, 996 449 .512
.00-104. 9 21, 400 13, 290 3,825 1,084 1.06
Total #924,044 #487,490 #258,462 v46, 128 $ .974S
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TABLE IX
Distribution of Capital and Taxes by Percentages
According to Size of Farm Investment, 186 Ohio Farms, 1921.
Capital-
ization
($000)
No. of Farms
Total
Capital Land
No.
. H Cum. % /" Cum. % % Cum. ;
Qi- 9.9 18 9.7 9.7 2. 75 2.75 • 15 2.15
10
-
19.9 72 38.7 48.4 23. 25.75 19. 7 21.85
20- 29.9 38 20.4 68.8 19. 4 45.15 17. 9 39.75
30- 39.9 26 14.0 82.8 19. 5 64. 65 20. 1 59.85
40- 49. 9 18 9.7 92.5 16. 8 81.45 18. 95 78.80
50- 59. 9 7 3.8 96.3 7. 9 89.35 . 8. 9 87.70
60- 69.9 3 1.6 97.9 4. 75 94.10 4. 1 91.80
70- 79.9 2 1.08 98.98 3. 05 97.15 3. 8 95.6
80- 89.9 1 .5 99.48 1. 72 98.87 2. 07 97.67
90- 99 .
9
99.48 98.87 97.67
100- 109.9 1 .5 99.98 2. 16 100.03 2. 25 99.92
Capital-
izati on
($000
Real
Estate
Mo rking
Capital
Tax
Paid
/« Cum. % % Cum. % % Cum.
0- 9.9 2.5 2.5 3.76 3.76 3.7 3.7
10- 19.9 22.0 24.5 27.2 30.96 27.7 31.4
20- 29.9 18.7 5 43.28 21.2 52.16 22.5 53.9
30- 39.9 19.75 63.0 17.16 69.32 15.75 69.65
40- 49. 9 17.3 80.3 14. 65 83.97 13. 65 83.30
50- 59. 9 8.15 88.45 6.88 90.85 7.8 91. 10
60- 69.9 4.25 92.70 3.40 94.25 3.88 94.98
70- 79.9 3.40 96.10 1.64 95.89 1.91 96.89
80- 89.9 1.67 97.77 1.92 97.81 .97 97.86
90- 99.9 97.77 97.81 97.86
100- 109.9 2.12 99.89 2.32 100.13 2.35 100.21
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TABLE X
Average Distribution of Farm Investment and
Taxes Paid, by Size of Farm, 186 Ohio Farms, 1921.
Size of
Farm
($000)
: Ho.
: Fa rm s
: Average
:
: Total :
: Capital:
: (1) :
: Land : :Real Estate :
:% of:
s (
1
) •
: % of":
& 0- 4.9 : 1 : 4,487 : : 1,700 :37 . 9
:
• 3 200 "71 -A. *
5- 9.9 : 17 : 7,393: : 3,397 • L± * • R AOR
10- 14.9 : 29 : 12,000: : 5,974 :49 . 8 • 9 1 54. • 7 fi <5 •
15- 19.9 : 43 : 17,270: : 9,353 :56. 5 : •13 7>'3;7 • 77 7 •
20- 24.9 : 24 : 22,314: :13, 528 : 6C . 5 : -17 767 : 79.8:
25- 29.
9
: 14 : 26,723: : 14, 279 •20 57R • 77 •
30- 34.9 : 11 : 31,345: :19, 369 : 62. : •25 315 • 80 7 •
35- 39.9 : 15 : 37,750 : :25 087 •66 5 • :31 614 ' ft^ fi 1
i
• u ,
40- 44.9 : 10 • 42,135: •29 531 :70. : •34. 709 * ft? .^i •
45- 49.9 : 8 46, 688
:
:32 406 : 69 . 5
:
•39 50 • 8 3 5 •
50- 54.9 j 6 52, 905: •36 208 68. 5 :43, 091 • 81.4:
55- 59.9 1 56, 572: :44, 100 78. : : 52, 000 92.0
:
60- 64.9- 1 : 61, 251: • £5 1 RO 7 S A • •55 6R0 90 fi •
65- 69.9- 2 : 65, 858: •77 900- *S7 ft • r51 000 81 •
70- 74.9:
; t
,l
.
: 70, 071: :50,000: 71.5: :60,750
•
86.7 •
75- 79.9: 1 : 74, 333 : :60,800: 80.7 : •68,500: 92.0:
80- 84.9: 1 : 81, 344 : :60, 500
:
74.5 : :63, 650 : 78. 3 :
100-104.9: 1 : 102, 000: :65, 909 : 64. 5: :80, 600 : 79.0:
Average : 186 : 25, 436: :15,717
:
62.0: : 20, 468: 80.5:
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TABLE X
(continued)
Size of : '/forking : : Livestock : : Machinery: :Tax Rate
Farm : Capital : :cents per
: $100($000) :% of:
: (1):
x% of:
: (1):
:j£ of:
: (1):
: Ta.xe s
t 0- 4.9 : 1,287 : 28 . 6 : : 480 :10.7 : : 425 : 9.5: : 78 : 1.74
5- 9.9 : 1,967 :26.5: : 902 :12. 2: : 804 : 10 . 9 ! 95 : 1.29
10- 14.9 : 2,816 :23.5
:
: 1,444 :12.1: : 741 : 6.2: : 155 : 1.29
15- 19.9 : 3,933 22.7*: : 2,002 :11.6: :1,018 : 5.9: : 192 : 1.11
20- 24.9 : 4,546 :20.2: : 2,265 :10. 2: :1,417 : 6.3: : 242 : 1.09
25- 29.9 : 6,187 :23.0 : 3,733 :13. 9
:
:2,003 : 7.2: : 324 : 1.21
30- 34.9 : 6,030 :19.3: : 3,127 : 9.9: :1,855 : 5.8*: : 234 : .745
35- 39.9 : 6,136 :16.4 : 2,817 : 7.4*: :1,804 ! 4.7: : 313 : .83
40- 44.9 7, 427 17. 5
:
: 4,441 : 10 . 5 : :1,847 : 4.4: : 327 : .788
45- 49.9 7, 637 16.3: : 3,741 • 8.0: it, 219 : 4.7: : 379 S .813
50- 54.9 9,814 18.6: : 6,369 :12.0: :2,089 : 3.9: : 492 • . 93
55- 59.9 4, 572 8.0: 438 .8: :2,694 . 4.8: i 595 • 1.05
60- 64.9 5, 601 9.4 : 4,300 7.0 : : 874 • 1.4: : 650 • 1.06
65- 69.9 12,858: 19.0: : 7,522: 11. 4: :3, 315 • 5.0: : 570 .865
70- 74.9: 9, 321: 13.3.: : 6,250: 8.9: :1, 570: 2.2: : 542 .774
75- 79.9: 5, 833: 7.8 : : 1,787: 2.4: :3, 128 4.2: : 540 .458
80- 84.9: 17,694: 21.7 : : 6,730: 8.3: :2, 996: 3.7: : 449
:
.512
100-104. 9 : 21,400: 21.0 : :13, 290: 13.0: :3,825 : 3.7 : :1, 084 : 1.06
Average : 4, 967 : 19. 5
:
: 2„620: 10 . 3 : •1, 389 : 5; Si : 248 .974
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TABLE XI
Computation of Karl Pearson's Coefficient of
Correlation for Size of Farm and Taxes Paid,
178 Ohio Farms, 1921.
Size
oi j; a i id
Cioool
fciub/ject
uevid,!. ion
from
. Average
1M. X2 Tax Paid
Kelat ive
.Deviat ion
from
Average
: (y) : y2 : xy
$ 4.4 : - 21.0 441. -$ 78 • - 170 28,900 • + 3,570.0
7.4 : - 18.0 • 324. : 96 : - 152 23, 104 + 2,736.0
12.0 : - 13.4 179.5 : 155 - 93 8, 649 + 1,246.0
17 . 3 - 8.1 65.7 : 192 t - 56 • 3,136 • + 454.0
22.3 : - 3.1 i-. 9.6 : 242 : - 6 : 36 + 18.
6
26.7 + 1.3 1.7 324 : + 76 5, 776 • + 98.8
31. 3 + 5.9 34.7 234 : - 14 156 • - 82.6
37.0 . + 11.6 : 134. 5 313 + 65 4, 225 : + 754.0
42.1 + 16.7 278.9 : 327 + 79 6, 241 * 116.9
46.7 i + 21.3 : 453.7 379 + 131 : 17, 161 + 2,790.0
52.9 : +27.5 : 756.2 : 492 + 244 : 59, 536 + 6,710.0
Av. = :
25.4 2lx2 = 26,795 :
Av. =
248 : iy2 = 156, 920 :
£Uy) =
19, 546
Let r = coefficient of correlation. n = number of items.
r = 19. 546
n
920
11
19, 546 = 19, 546 _ 19. 546 = 954
11 x\/243Vl4,265 .11 X 15.6 x 119.4 20,489
Probable error = >MI - & * = • 67 * MM =
n 11 3.32
+ .©181 .954 + .0181 = .97e or .9b 59 as maximum
and minimum correlation
pays 54 % of the taxes. The data from which this diagram was made are
to be found in. table IX.
Inequalities between large and small farms are still
further shown by the frequency curves in chart III. These curves
are plotted from the percentages given in table IX and show the per-
cent of total capital investment, taxes paid, and value of land by
size of farm group. If all farms were assessed at a uniform tax
rate, any given percentage of farm capital should pay an equal per-
centage of 1 the total farm taxes. But a study of the curves
(chart III) for taxes paid and capital investment shows that the
tax curve rises faster among the lower classes and begins to fall
sooner than the capital curve, indicating that the small farms with
a low percentage of the total capital pay a higher percentage of
the total taxes.
The regularity of the frequency curve indicates that the
decline in rate with increasing investment is fairly uniform. In
order to prove this conclusively the coefficient of correlation for
variables as worked out by Xarl Pearson may be used. If the reduc-
tion in rate is uniform or approximately so, the coefficient of
correlation will approach 1.00. In determining this coefficient
the averages from table X were used with results as shown in table XI.
Only the first eleven classes were used because they represent
averages. The last few classes of the table are composed of in-
dividual items which may or may not be fairly representative of their
class. To avoid error, they were omitted. The coefficient as
determined is .954 with a probable error of .0L81 giving a possible
coefficient of .9359 ^972 ». Such a high degree of correlation proves
conclusively that rate of taxation on farm property declines uniformly
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in proportion to the increase in size of farm investment. This works
to the obvious disadvantage of the small farmer, who by virtue of his
limited means can at best hope for a relatively small farm income,
out of which he must pay proportionally higher taxes than his neighbor.
There are two possible explanations of the phenomenon of
inverse correlation between tax rate and size of farm investment.
The first of these is psychological. The local assessor seems to
hesitate in assessing property at a value which will cause the tax
payment to be too large and general under-assessment of large farms
is the result. This is particularly true if the assessor happens to
be a farmer of moderate means himself. On the average farm, the
assessment is probably fair, but assessments of large farms are based
more upon what the assessor thinks the tax should be than the fair
cash value of the property. It also seems likely that the very poor
farmer is assessed at less than the fair cash value of his property,
but as no such farms were included in the surveys considered here,
the statement cannot be supported by statistical evidence. This
represents the opinion of several tax experts who are in a position
to know something of the matter. The tax commissioner of New York
in 1900 testified before the United States Industrial Commission to
the effect that the only farms in New York which were assessed at
fair, values were the average farms. Both the large and the small
farms were under-assessed. This same tendency has been discovered
by other tax commissions, especially in the South. v ' o;
Occasionally the discrimination in favor of the large
farmer is intentional. This has been true in certain Massachusetts
towns which have a reputation for favoritism towards taxpayers
bringing in large amounts of new capital. (37) Wealthy men especially,
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who buy farms and invest heavily in equipment in order to create
'show places \ have been under assessed. The public of the partic-
ular towns agree to the practice because it results in lower taxes
for themselves. Such cases are exceptional of course but they
serve to illustrate the general tendency to grant partial tax
exemption through lower assessments to farms with large investments.
Another possible explanation of the practice lies in the
fact that large investments furnish greater possibility of error in
assessment. Large farms have greater variety of equipment, so that
there is more opportunity to miss property than on the small farm.
The land on a large farm is more difficult to assess due to greater
variability in productiveness, hence in value. In a community of
small farmers the assessor is fairly familiar with the farms and
property of his neighbors. Any accession of equipment, livestock,
or general improvements is known and may be taken into account at
the time of assessment. But where the farms are large, or where
the volume of business is comparatively large, per farm, there is
a much greater possibility of error creeping in.
The probabilities of the matter are that both error and
psychological .bias play an important part in under-assessment
.
Both are purely individual matters with an assessor; they cannot
be measured except by their results in under-assessment. Assessors
should apply the knowledge of these limitations on their accuracy
if judgment in order that improvement in justice of assessment
might result.
Aside from these two factors there is a third which is
of varying importance depending upon conditions. Farms show
considerable variation in the makeup of the total investment,
some
having several special forms of capital, and the development of
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this specialization is greatest in the larger farms. The im-
portance of special forms of capital as a factor in influencing
rate differences between large and small farms will be discussed
under the next topic of property inequalities.
II. Tax Inequalities between Forms of F irm P rope rty.
Under the discussion of individual differences mention
was made of the fact that certain classes of farm property are
more difficult to assess than others. In a taxing district the
land may be of a uniform quality, with a fairly standard value
per acre throughout the area covered by an assessor. In such
cases it is comparatively easy to arrive at a fair value, but
more often the uses to which land is put vary greatly within a
small area. This is particularly true under Hew England conditions
where within a given square mile there is almost certain to be
waste land, timber land, ordinary farm land suitable for arable
purposes, pasture land, and highly specialized land such as orchard
or garden sites. Tinder these conditions it is easily possible for
the assessor to habitually under-value land of a certain class. It
is entirely unintentional on the part of the official, but as long
as he has no definite standard of value such discrepancies will
occur. It is of course not limited to the illustration of land.
Buildings are subject to the same process as well as livestock,
machinery, and other forms of farm property. The purpose here is
to point our the classes of property actually subject to discrim-
inatory assessment and show the extent of such inequality.
1, Real Estate.
The larger portion of the farmer's investment is in the
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form of land and buildings considered together as real estate.
Out of the total investment of $4,700, 000 for the 186 Ohio farms
of our study, $3, 900, 000 represents the value of land and $3,800,000
the value of real estate, or expressed in percentages, 62 % in
land and 80 % in real estate. The distribution of the different
classes of capital on these farms according to size of investment
is shown by table VIII and the percentage distribution in table IX.
In addition, table X shows the percentage of the different forms
of capital in each size group such as land, real estate etc. The
latter table shows that as size of farm increases, the percentage
of investment in real estate also increases. This is in line with
what might be expected because on the small farm a certain minimum
amount of equipment is required for operation^ and the percentage of
operating or working capital to the total grows proportionally less
as the size of farm increases. This necessitates*higher percentage
of real estate. While this increase is not striking it is suffi-
cient to show the general trend. The same trend is shown in table
IX by comparing the cumulative percentage columns for real estate
and working capital. On the smaller farms the percentage of total
real estate contained is slightly below the percentage of all
capital in the same size of farm and considerably below the per-
centage of all working capital in the class. Using the class of
farm with an investment of 30-39.9 as an illustration, the percentage
of total capital up to and including this class is 45 %, the per-
centage of total real estate is 43 % and the percentage of total
working capital is 53 %, This indicates that the smaller farms
have a lower percentage of their capital in real estate than the
larger ones.
From this fact we may draw our first general conclusion in
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regard to the taxation of real estate. It has previously been
shown that as the size of farm increases, the rate of taxation
decreases proportionately. How since this increase in size is
accompanied by a corresponding increase in the proportion of the
total capital in real estate, it follows that real estate is
assessed at a lower rate than other farm property. In other words,
farms with a high percentage of investment in real estate are
under-assessed more than other farms. As a further proof of the
general contention, table XII shows the amounts of capital assessed
at different tax rate* on farms having a high and low percentage of
total investment in real estate for 62 farms in the Littleton area,
1930. A comparison of the cumulative percentage columns shows
that in the case of the farms having over 75 % of real estate, a
much larger percentage of the total capital is assessed at low
rates than in the case of the farms under 75 %. For instance at
the rate class of 1.50-1.59 only 39.6 % of the capital of the
farms under 75 % of real estate has been reached, while in the
other case the percentage is 59.3 %, a difference of nearly 20 %,
This fact is presented graphically in chart II. The curves ars
cumulative percentage curves based upon the data in table XII.
The dotted or broken curve representing the farms with more than
75 % real estate rises much more rapidly than the solid curve for
the farms under that percentage. The difference between the two
curves at any vertical line is the measure of the cumulative in-
equality up to that point.
In order to obtain a more accurate measure of the inequal-
ities in real estate taxation in Ohio, the farms
were separated in-
to two groups similar to the L^ttletoh area
just described. In
this case 80 % of real estate was used as bke dividing line and all
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table xii
A Comparison of Rate of Assessment v/ith Percentage of Investment
in Heal Estate, 62 .barms, Littleton, Massachusetts, 1920.
1. Farms Having under 75>« of Investment in Real Estate.
Tax Rate \
cents per Capital No. cum.
§100 Taxed Farms total %
90-109 h? 28.5869 3 6.4 6.4
110-129 26, 310 1 5.86 12.26
130-149 110, 308 5 24.6 36.86
150-169 59, 151 4 13.17 50. C3
170-189 41,947 4 9.35 59.38
190-209 120, 041 8 26. 76 86. 14
210-229 26, 807 4 6.02 92. 16
230-249 — — — 92.16
250-2b9 18, 450 1 4.10 96.26
310-329 15. 919 1 3.57 99.83
Total | 447,519 31
Farms Having over 75/i of Investment in Keal Eata'
Tax Rate
cents per Capital No. % cum.
$100 Taxed Farms to tal /o
70- 89 $ 45,216 2 8.72 8.72
90-109 19,801 1 3.82 12.5
110-129 92, 320 3 17.82 30.32
130-149 113, 303 8 21.86 52. 18
150-169
_J_ W _L. w *s 73, 124 4 14.11 66.29
170-189 50 , 358 3 9.70 75.99
190-209 48, 291 3 9.32 85.31
210-229 30,867 3 5.96 21.27
230-249 17,839 1 3.43 94.70
250-269 20,875 2 4.04 98.74
310-329 6. 278 1 1.21 99.95
Total | 518,273 31
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TABLE XIII
distribution of Capital Investment by Rati of Taxation on
Farms Having More Than 80% Investment in Real
Estate, 94 Ohio Farms, 1921.
Tax Rate
cents pe r
yilOO
J>iO
.
: Total
capital
: Real
Estate
: .forking
•Capital
Live-
stock
:Machin-
: ery
Taxes
20- 39
. 3 i 93,3.02 77,330 • 15,772 : 8,863 : 2,636 : 275
40- 59 : 12 : 414,585 : 367,925 : 46,660 : 20,963 : 18,257 : 2,085
60- 79 : 14 498, 135 . 426,552 71, 583 41,943 . 20,482 3,461
80- 99 • 23 666,608 • 563,162 :103, 446 57, 115 . 32,190 5,898
100-119 22 628, 275 546, 269 : 82,006 : 34,191 : 26,792 6, 639
120-139 : 7 140,097 116, 555 : 23,542. 10,753 . 8,389 1,836
140-159
. 8 154, 991 131,230 • 23,761 : 8,616 : 8,302 2, 251
160-179 3 50, 493 42, 650 7,843 3,875 : 2,245 658
160-199 1: 12, 453 10, 000: 2,453 1, 150 501: 232
200-219 1: 9,045 7, 500 1, 545 535 800: 186
Total : 94: 2,667,784: 2, 289, 173: 378, 611 188,004 120,594 23, 721
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TABLE XIV
Distribution of Capital Investment by Rate of Taxation
on Farms Having L/3Ss Hun 80;J of Investment
in Real Estate
t
92 Ohio Farms, 1921.
Tax Rate
cents per:
No. • Total
Capital
: Real
estate
.
Working
Capital
:
Live-
stock :
Machin-
ery. :
Taxes
20- 39 : 1 :$ 17,413 11,375 6,038 4,250 1,100
^
4C40
40- 59 : 4 178,522 • 137,990 40,532 20, 97 3 8,726 -1,000
60- 79 • 13 388,625 283, 107 105,516 55, 613 26, 209 : 2,823
80- 99 : 16 : 394,954 : 297,545 97,409 . 57,524 19, 178 3, 521
100-119 17 • 392,051 : 294,890 97,161 : 47,489 28,647 • 4,208
120-139 13 • 241,417 : 176,870 : 64,547 : 34,688 : 17,873 3, 166
140-159 13 232, 694 165,165 67, 529 : 38,919 15, 628 3, 494
160-179 : 8 137,030 99,400 . 37, 630 • 20,767 8, 878 : 2,317
180-199 : 5 : 67,744 : 47,719 20,625 11, 564 5, 277 1, 27 4
200-219 ;
220-239 . 1 15,278 10,685: 4, 633 1, 964 1, 115* 353
300-319 : 1 : 12,122 : 7,700. 4, 422 2, 173- 1,822: 366
Total 92 :2, 077, 850 1, 532,446: 545,404 295,944: 134,453: 22, 562
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Facing page 34 g.
Chart II.
Explanation.
This chart shows that farms having a large per-
centage of their capital investment in real estate are
assessed at a lower percentage of their true value than
farms with a low percentage of real estate. The extent to
which one farm is assessed higher than another is in-
dicated by the derived rates on the horizontal scale which
represent the taxes paid in cents per $100 of actual value
of the property. The vertical scale represents the cu-
mulative percentages of total capital in each group of
farms. More of the property of the farms having a high
percentage of real estate is assessed at low rates than of
the farms with a low percentage. This indicates that real
estate is assessed at a lower percentage of true value
than other farm property. The vertical distance between
the two curves at any point measures the extent of euch
difference.
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CHART II
Frequency Curve Showing the Cumulative Percentages of
Capital Assessed at Different Tax Rates on Farms Having
Over and Under 75$ of Capital Investment in Real Estate,
62 Farms, Littleton, Massachu setts, 1920.
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Chart III.
Explanation,
The principal fact brought out by this chart is that
the farms with email investments pay more than their propor-
tionate share of taxes. The sixe of farm investment is
measured on the horizontal scale, while the vertical scale is
used to measure the percentage of the total amounts of taxes,
land, or capital in each size group. The small farms pay a
greater percentage of total taxes than their proportional
share of capital warrants. The tax curve is above the curves
for capital and land for all sizes of farms up to #30, 000,
Above this point, the farms have a greater percentage of
total capital than they pay of total taxes. The small farms
also have less than their proportionate share of land, show-
ing that other forms of farm property are assessed at a
higher percentage of true value than land, since taxes are
higher.
The curves of capital and land are more regular
than the curves for taxes, showing that the distribution of
land and capital between different size groups is more
uniform than the distribution of taxes.
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CHART III
Frequency Curve Showing the Percentage Distribution of
Total Capital, Land Values and Taxes Paid According to
Size of Farm Investment, 186 Ohio Farms, 1921.
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Chart IV,
Explanation.
used
This chart is a mddified form of the Lorenz curve/in show-
ing the distribution of wealth. In this case the distribution of
total taxes paid according to the percentage of capital paying them
is shown by the line OY. The line OX is the line of equal dis-
tribution where all property pays a proportionate share of taxes.
If all property were assessed at the same percentage of true value,
any given percentage of the total property value should pay a
proportional percentage of the total taxes. The difference between
such eq,ual distribution and actual distribution of the tax burden
is shown by the variations of the line OY from OX. The cumulative
percentages of total capital increase from left to right according
to size of farm investment, beginning with the small farms. The
line OY rises faster than OX in the lower percentages where the
farms are small, showing that the capital of the small farms pays
proportionately more taxes than the capital of the larger farms.
The line OA represents the distribution of capital
according to the number of farms. If all farms had an equal invest-
ment, the line OX would represent the line of distribution. The
rapid rise of OA above OX indicates that a large percentage of the
total number of farms have a much lower percentage of total
capital.
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CHART IV
Graph Showing the Variation in Taxes Paid and
Capital per Farm, from the Line of Equal Distribution.
186 Ohio Farms, 1921
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fame having more than SO % of total investment in real estate were
placed in one group and those farms having under 60 % were placed
in another group as shown in tables XIII and XIV. The percentages
for these tables are shown separately in tables XV and XVI. Again
it is apparent that the farms with a high percentage of real estate
are generally taxed at a lower rate than those farms with a low
percentage of real estate. This means that in general real estate
is assessed at a lesser percentage of it's true value than other
forms of farm property.
Farm real estate consists of lands and buildings; dis-
criminatory assessments may arise from over-or under-assessment of
either one or both. The data show that land is assessed ax a
somewhat lower rate than buildings. In table IX the cumulative
percentage column for land is less than for real estate on any
size of farm, but it will b e noted that the discrepancy is greatest
in case of the small farms, where the tax rate is highest. The
differences in percentages between land and real estate for any
size of farm measures the percentages of investment in buildings
for that class of farm. A high percentage of capital in buildings
is a characteristic of the small farm (tables IX and X) and it is a
question to what extent the high tax rate is due to buildings and
to working capital. From the assessors point of view, the farm
real estate i6 often assessed as a unit, that is the value of a
farm is spoken of as so many dollars per acre including buildings.
The separation of the values of land and buildings is more or less
arbitrary and as buildings are more easily assessible than land it
seems probable that they are over-assessed, but this is made up in
the under-assessment of the land. A study of the farms which have
a large percentage of their investment in buildings show
that the
average rate for such farms is higher than the general average.
We may therefore conclude that of all farm property, real estate
is assessed at the lowest rate and that in general land is
assessed lower than buildings.
2. Working Capital.
If we consider working capital as all farm property other
than real estate, any discriminatory assessments in favor of real
estate must be reflected in proportionally higher assessments of
working capital. Table X shows that as the size of farm increases
the percentage of working capital to total investment drops pro-
portionately. On the farms with an investment of less than $10,000
the average percent of total investment in working capital is about
while the farms with an investment between &40, 000 and $50, 000
average only 1? % working capital. The tax rates on these same
classes of farms run $1.29 for the lower group and about $.80 for
the larger investment. If the percentage column under working
capital is compared with the column showing tax rates on the right,
it will be noticed that the correlation is direct. The decrease in
tax rate is with some variation proportional to the decrease of
percentage of investment in working capital up to farms of over
$50, 000 investment. The farms with a larger investment are single
items and naturally show considerable variation, but where the
classes are large enough to give an average the correlation ia
close.
This relation between working capital and high tax rates
is brought out in another way In table IX. The classes of the aze
of farm investment are double those of the preceding table so that
there isless variation between classes. By comparing the cumulative
percentage columns of working capital and taxes paid, the close
connection between the tao is evident. Practically the same per-
centage of working capital and taxes are found for all sizes of
farm, the maximum variation between the two columns for any one
class being 1 f ;the largest percentages of both taxes and working
capital occur with the smaller farms. Using the class of farms
having from #10,000-19,900 investment, 39 % of the farms containing
23 % of the total capital, 22 % of the real estate, and 27 % of the
working capital pay 28 % of the taxes. If we read the cumulative
column 48 % of the farms containing 26 % of the total capital, 24.5
% of the real estate, and 31 % of the working capital pay 31 % of the
taxes. In either case the working capital and tax percentages are
the only ones which coincide.
The larger part of the working capital of the average farm
consists of either livestock or machinery. For the 186 Ohio farms,
the average percentage of investment in machinery is 5.5 % and for
livestock 10.3 %, (Table X) These percentages of course vary with
the size of farm investment in proportion to the variation of per-
centage of working capital. The correlation between the percentage
of livestock and machinery and the size of farm is not so definite
as that for all working capital. The percentages for livestock
show considerable variation and the decline from small to large
farms is approximate only. For the farms of less than $20, 000
investment, the percentage of livestock averages about 12 % while
for larger farms it averages 8% - 9%, Thus it appears that for
both livestock and machinery there is some degree of correlation
between the percentage of each of total farm investment and the
tax rate, altho this correlation is closest for machinery.
In order to show more clearly the relationship between
livestock values and taxation, the farms were divided into two
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TABLE XVII
A Comparison of Capital Assessed at Different
Tax Ko,tes on Farms Having over and under
10% of Total Investment in Livestock,
186 Ohio farms. IS 21.
Farms under 10% Livestock
Rate :
No. :
Farms Amount : cf7° -
Cumu- :
lative
:
. .
1°
: No. :
: Farms
:
Amount : IB •/O
Cumu- :
lative
:
cf
20- 39 2 | 56,579 2.0 : 2.0 : : 1 : § 36,523: 1.9: 1.9 S
40- 59 13 488, 573 17 . 6 19.6 : : 3 103,534' 7.2 :
60- 79 15 549,407 19.8 39.4 : : 12 3-37,353 •17.3 24.5 :
80- 99 . 23 647, 627 23.3 : 62.7 : : 16 414, 139' 21.3 45.8 :
100-119 • 25 • 704,689 25.4 88.1 : : 14 - • 315,637 :16.2 : 62.0 :
120-139 : 5 : 107,955 : 3.9 • 92.0 : : 15 273,559 : 14.0 . 76.0 :
140-159 : 10 : 186,277 : 6.7 : 98.7 : : 11 : 201,418 :10'.3 : ,86.3 :
160-179 : : 2 : 25,781 : .93 I 99.6 : I 9 : 161,742 : 8.3 : 94.6 :
180-199 • 2 : 22,582 : .8 •100.4 : : 4 : 57,615 : 2.9 ! 97.5
200-219 : 1 • 9,045 : .3 •100.7 :
220-239 : 2 : 32,691 : 1.7 : 99.2 :
300-319 : 1 12,122 : ,6 : 99.8 :
Total :2, 798, 505 •1, 946,333
Farms over 10% Livestock
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groups according to the percentage of livestock to total investment.
Table XVII show* the results of this tabulation, where the amounts
of capital assessed at different tax rates for the two groups are
compared. The cumulative percentage columns again show the dif-
ferences. In case of the farms with more than 10 % of their total
investment in livestock, 62.1% of the total capital of the group
pay taxes at less than $1.00 per $100 valuation, while with the
farms having less than 10 % livestock the percentage at the same
rate is only 45.8. In a similar fashion the cumulative figures
for the heavily stocked farms are higher than for the lightly
stocked farms for all rate classes. The true significance of this
difference may be better appreciated by comparing this table with
tables XIII and XIV. The latter two tables show the percentage
variations of capital assessed at different tax rates for farms
with a high and low percentage of real estate. On the farms with
more than 80 % real estate, 86 % of the capital is assessed at less
than $1.20 per $100 while the farms with less than 80 % real estate
have only 66 % of their capital below this rate. On farms with a
high percentage of livestock 62 % of the capital is assessed below
$1. 20, while for the highly stocked farms 88$ is assessed below this
figure. The difference in case of the real estate is 20 % while in
case of the livestock the difference is 26 %. The margin of 6 $
may be counted as the extent to which livestock are assessed higher
than other forms of property. If the differences were due entirely
to real estate, the amounts of capital assessed at different rates
should be approximately egual in both cases. Since classification
on the basis of livestock percentage brings out the
differential of
6 % it is evident that livestock is assessed
at a higher percentage
of its value than either real estate or working capital
in general.
Under the present system of assessment, discrimination
against livestock and other forms of operating or working capital a
are to be expected. Livestock in particular cannot be concealed
and as there is usually a common standard of values for farm
animals, they are assessed at more nearly their cash value.
Machinery is more difficult to assess, but purchase prices of
farm machinery are common knowledge and with such figures as a
basis the assessor is in a position to approach actual values very
closely. No forms of working capital present the difficulties in
assessment that are common to realty, but because the relative
amounts of livestock and machinery are smaller than the real estate
investment, any errors made in assessing the former will not appear
so conspicuous as in case of real property. However, the main
point to the discussion is that the assessment of the working
capital of the farmer is habitually higher than for other forms of
property.
The effects of such property inequalities are such that the
small farmer is handicapped. In so far as he has a larger per-
centage of operating capital, he is paying a higher rate of taxa-
tion thru over assessment of his property. This means that the
tenant farmer with nothing but his tools, machinery, and livestock
must pay proportionally higher taxes than his landlord. High
taxes on operating capital place a premium on under-capitalizing
the farm, perhaps reducing the efficiency of operation.
III. Regional Inequalities.
Local inequalities between individual farmers, are by no
means the principal inequalities. Differences in taxes
from one
section to another are a limiting factor in the determination of
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farm profits. The agricultural industry is highly competitive
and where a region with high rates of taxation is producing in
competition with a region of low taxes, it works to the disadvan-
tage of the former.
In New England, the principal differences within the
various states occur between towns. In Massachusetts there are
317 towns each with its individual rate of taxation. In 1931 the
variations in rates for these towns were as follows:
1^1,00 - 1.450 per ftlOO valuation 11 towns
1.50 - 1.95 " " " 46 "
2.00 - 2.48 n n n 93 "
2.50 - 2.99 " " " 103 "
3.00 - 3.49 hum 52 "
3.50 - 4.36 " " " 12 "
There is a difference of $3.36 per $100 valuation between
the towns with the lowest and the highest rate, or a possible
difference of $336 in taxes on a farm investment of $10,000, If
the property in the towns with the high rates is assessed at full
value it means that practically the entire return on the investment
is taken as taxes. The average farm in Massachusetts will
probably
not yield over 4 % on the investment provided the farmer
receives
anything for his labor. It is evident that farmers would soon
leave the towns in which they wer over-taxes and move
elsewhere,,
if property were assessed at full value. The
probabilities are
that the high rates are the result of raising the
rate instead of the
valuation of the property, altho in many cases
the rates are a fair
indication of the per capita cost of
government.
Discrepancies similar to those of Massachusetts exist thru-
out the New England States; in some cases the differences between
towns are even greater than those cited. Vermont in particular
shows extremely wide variations between the different towns.
Among the states of the Middle West and Far West the
principal differences are between counties, as it is the smallest
unit of local government for many of the states. Ohio may be taken
as an illustration of the central group of states. In this state,
taxes are levied by the county board who determine the amount of
money to be spent in each township and fix the rate accordingly,
There are as many rates, as there are taxing districts, the limits
of the district being fixed according to the administration of
local schools. Farm property may be assessed in the township,
school district, village school district, or special school district.
Aside from school taxes, practically all other taxes are levied by
the county. Occasionally there is a special township levy for
roads or ditches and each year there is a small township levy to
pay necessary running expenses of a few township officials.
Rate differences are usually small within a county. The
rate of the greater part of the property assessed does not vary
more than a few mills per dollar, although occasionally instances
occur where some districts have a rate 50% - 60%. higher than the
lower districts. In no case is there such wide variation as that
which exists between New England towns.
Differences between counties are also less than in case of
the New England towns. In 1921 the average rate for the state of
Ohio was $20.48 per $1000 of valuation; exclusive of urban property
the rate for farm property averaged #17-18 per #1000. The lowest
county average was around #14 per #1000, the highest #22 per #1000
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of valuation. Most of the counties are not more than 20 % above or
below the average. From the standpoint of differences in the actual
amount of taxes paid, a difference of $5.00 per $1000 is of as much
importance in Ohio as a difference of $8.00 in Massachusetts due to
the fact that property values are higher and the average farm in-
vestment is larger.
As a further illustration of the extent to which differences
exist between counties the actual situation in Wisconsin will serve.
In 1921 an analysis of the actual taxes assessed per acre of farm
land shows that there is little relation between property values and
taxes. ( 58 ) In three counties in northern Wisconsin with an average
valuation of less than $20 per acre, the taxes per acre varied from
•1.50 to $.82 per acre, the higher figure being the average for the
county with the land of lowest value, In the same group of counties,
11 counties with a land value of from $20-30 per acre showed a varia-
tion in taxes per acre of from $. 46-1.79, the high figure again
being for the county with the lowest land value.
In the southern part of the state where land values are
higher fetrt, there is also great variation from county to county.
Thus in the 21 southern and southeastern counties the tax per acre
varies from $1.68 to $2.56, or a difference of $.88. The valua-
tions of land per acre in the counties with the low and high taxes
respectively are $148 and $181, and other counties with greater
land values have lower taxes and vice versa.
^
58
^
Differences in assessments between counties of the same
state sometimes result in over-assessment. This is illustrated
in
table XVIII. In 1920, farm lands in 57 Ohio counties
were
assessed higher than the true value for the same
year. The true
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TABLE XVIII
A Comparison of Assessed Value and True Value of
Land According to Census Values per Acre in
88 Ohio Counties.
Census Value
per Acre
Number
: of
.Counties
; Average :
;
Assessed Value 1
per Acre
ID
Average :
True Value
ner Acre •
(2)
Per cent
(1) is
of (2)
$ 0- 19.9 2 : 17.64 : 17.40 : 101.4
20- 39.9 : 20 42.40 29.83 142.2
40- 59.9 11 70.00 : 51.32 136.4
60- 79.9 ; 12
.. \4 77.80 68.84 113.0
80- 99.9
,
92.70 90.97 101.8
100-119 T 9 17 99.67. : 110 . 28 90.3
120-139.9 5
^
103.00 128 . 84 80.0
140-159.
9
; 124.21 : 148.69 83.5
160-179. 9. o
^ ?
180-199.9
200-219. : 1 185. 50 211. 60 87.7
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value used in this case was determined by using the Census data on
average land values per acre in each county as a base. The average
ratio of assessed values to Census' values was determined for the
state, and the true values were determined by applying this ratio
to the assessed average value per county. This process is widely
used by tax commissions in equalization between counties and is
usually designated as the 'assessment ratio' process. The true
values as given in column 2 of table XVIII are therefore slightly
below the Census values for the counties having a high value per
acre, and slightly above them for the counties with a low average
value per acre. The counties which are assessed at more than the
true value per acre are the hill counties in the southeastern part
of the state where land is poor. The table shows that the per-
centage of over-assessment decreases as the value per acre becomes
larger. In the 13 counties with the highest average value per acre
the assessment is slightly more than 80 $ of the true value. The
counties with an average value less than $60 per acre are assessed
at over one third more than their true value. In individual cases
over-assessment amount to nearly 60$ of the true value.
In 0regon( 106 ) farm property has also been reported assessed
at more than the sale value by the tax commission. This practice
is notgeneral however, and applies only to the poorer classes of
land, particularly grazing land.
The practice in New England Is to assess at about 75 % of
the estimated sale of property. In some cases property is assessed
at more than a fair valued) but the situation is not so common as
it was twenty years ago. VJ-
tJ/
In addition to inequalities between different taxing
district*
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in the same statewide variation in rates also exist between states.
According to the report by the United States Bureau of the Census
in 1912, on Wealth, Debt, and Taxation, the average rate of
assessment for the United States on property subject to aJvalorem
taxation was $1.94 per $100 valuation. The highest rate of $4.73
was in Hew Mexico and the lowest $.86 in West Virginia. These
rates were computed from all ad valorem taxes collected including
state, county, township and special levies. Hew England had the
lowest rate of any group of states except the south Atlantic and
W. South Central group while the highest rates were in the
Mountain and Pacific groups. The rates by groups of states were
as follows
:
Hew England $ 1,69
Middle Atlantic $ 1.95
East Horth Central $ 1,88
West Horth Central $ 2.23
South Atlantic $ 1,57
East South Central $ 1.96
West South Central $ 1.65
Mountain $ 3.33
Pacific $ 2.30
Since these sections are all competing with each other for markets
any particular differences in costs as influenced by taxes must be
the producer in the less favored section in order to meet prices
of competitors. As an illustration, the fruit from the Pacific
coast competes with locally produced fruit on eastern markets.
The western grower must overcome the handicap of the heavier tax
in order to sell at a profit. From the above figures this
differential amounted to something like .6% on the investment in 1912,
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Part of the heavier tax burden may go to Improve facilities for
production, but reports from the states show that most of the increas
has gone into forms of expenditure from which the farmer derives
no direct benefit.
The variations in rate between states in each geographic
division are also of considerable importance. In lew England,
Main had the highest rate of $2, 16
v
while the lowest was found in
Rhode Island at $1.32 per $100 valuation. The rate in Massachusetts
was $1.73. Ruch differences also exercise considerable influence
upon the farmers of each state. All of New England produces for t
the Boston market and tax differences between states must be
reckoned with as a factor of cost.
IV. Inequalities between farm and other classes of property.
Twenty years ago the general property tax in rural districts
was almost completely a special property tax on tangible property,
(18)
Tax-payers in villages and towns failed to return their in-
tangible property such as stocks, bonds, money, mortgages etc., with
the result that tangible property paid most of the taxes. In
cities the custom arose of raising the tax rate rather than the
valuation of the property so that urban property did not carry
a fair portion of county and state taxes. Investigations by the
Hew York tax commission in 1900 showed that many farms were assessed
for more than their actual sale value. The Massachusetts commission
in 1897 found that farm property was frequently assessed for more
than the sale price while urban property was not over-assessed in
any such fashion. The California tax commission in 1906 found that
according to tax returns, farmers paid 1,14 % of their investment
in taxes while the manufacturing interests paid only .5%, The
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farmers, therefore, paid proportionally over twice the taxes of
the manufacturing interests. The commission also recognized in-
equalities in real estate assessment and the failure reach
personality.
Such conditions gave rise to many attempts at remedial
legislation. Ohio had a law for a number of years which provided
for «tax inquisitors' or 'tax ferrets' who attempted to discover
intangible property and place it on the tax duplicate. Other
states enacted legislation providing for punishments of various
Borts for persons who failed to return all of their property.
Many of these laws are still on the statute books but are not
enforced.
Gradually it came to be recognized that where tax rates
were so high, people would not return their intangible property
for taxation, no matter what the alternative. With tax rates at
from $15 to $30 per thousand, a bond paying only 2 % - Z% % would
only return the owner something like 1-2 % on his investment. In
a similar fashion, money on interest, long term notes, and similar
investments would have from 30-40 % of the income taken as taxes
if they were returned to the assessor. These facts served to
emphasize the inherent weakness of the general property tax that
the value of property is not a fair criterion of ability to pay.
In order to bring these intangible forms of property on to
the tax duplicate, classification of property was necessary.
Different tax rates were proposed for different classes of property,
intangibles taking a special rate. With the enactment of such a
law in many states, the properties in question were returned, with
a corresponding reduction in the tax burden on tangible property,
A few states still cling to the original general property
tax and
- 47—
in these states the burden upon farm property is very heavy.
Hew Hampshire is an instance of this sort. Several attempts have
been made to introduce classifioation but every proposed bill to
this end has been defeated. Local tax rates in New Hampshire are
so high that according to the tax commission, in a> me instances,
the income from intangible property would not be sufficient to
pay the tax.^ 97 ^ Under these circumstance, very little intangible
property is taxed with the result that agricultural property is
over-taxed.
Recently it has been claimed that railroad property in
particular is subject to under-assessment
. In the South this is
doubtless true. According to reports of the Georgia tax commission,
railroads in that state were subject to a valuation of from 15 %-
20 % of their capitalized value per mile a few years ago. Some
states have gone to the other extreme however, particularly those
of the far West. In some instances there have been attempts made
by local taxing districts to make the railroads pay most of the
taxes in the counties thru which they pass. Lands owned by the
railroads have been taxed proportionately higher than other farm
lands in the same district.
The Illinois Agricultural Association representing the
farm bureau in that state has investigated the taxation of
railroads in comparison with farm property for each county of the
state. (59) According to statistical data presented by the
association, in twenty years the valuation of land with improve-
ments for purposes of taxation has increased 55$, while railway
track has increased only 17 % in valuation per mile of main track.
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Town and city lots during the same period increased 25 % in
valuation. Railway second main track and sidings actually
decreased in value from 1902 to
.1921, according to assessed
valuations. It was estimated by the association, that a
general reduction of 25 % in assessed values of farm lands
would be required to equalize the taxation of railroad
property and farm land.
Corporate property is also assessed at a lower per-
centage of it's fair cash value than farm property. Many
states exempt stock of domestic corporations from taxation,
while local taxing districts frequently exempt corporate
property from local taxes for a certain length of time in
order to attract new capital. In cases where corporations
are taxed, it is often only a nominal sum entirely out of
proportion to the value of franchises and special privileges
granted by the public. (10) The present tendency in state
taxation is to increase taxes on corporations so that this
inequality is being reduced.
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Part in.
Taxation According to Ability to Pay ae Measured by Income.
Several times in the discussion it has been stated that
property valuations are not a fair criterion of ability to pay.
The usual alternative suggested by economists is income. The
difficulty in using income as a basis is that farm income is
difficult to determine. In addition to return on the farm invest-
ment in the form of interest, the farmer also gets an income from
his labor besides certain necessities furnished by the farm such as
house, fuel, and part of his living. Some of these factors are
difficult to measure and in the usual treatment of farm incomes, the
returns for labor and interest are the only things considered. Farm
income represents gross receipts less expenses, while labor income
represents the farm income less interest on the investment.
It has long been recognized that farm taxes are not levied
according to ability to pay if income is a measure of such ability.
The California tax commission in 1900 found that 6.86 % of the gross
product of agriculture was taken in taxes while only .346 % of the
gross product of manufactures was taken. If the net product is
taken, which is after all the true measure of ability to pay, the
percentage taken in taxes was 9.88 % for agriculture, 301$ for
manufactures. "Persons engaged in agriculture pay, on the average,
| 50 per capita in taxes, out of an average income of about $500.
The persons engaged in manufacturing pay, on an average, $17.50 in
(18)
taxes, out of an average income of $870.
"
Recent data collected by the United States Department of
Agriculture indicates that the average tax. paid by 6094 farmers
in
the United States was $174 per farm in 1922. The average farm
income for the same period was $917. Approximately 19 % of the
total farm income was taken in taxes, and if interest on the invest-
ment is deducted, the farmers labor income is not sufficient to
pay his taxes. If the indirect taxes paid to the federal govern-
ment are also included, Professor David Friday estimates the total
average farm taxes at $214 per farm, or 23 % of the farm income. (69)
The Wisconsin tax commission has shown that 18 % of the
income from rented farms in that state was paid in taxes in 1919
116) (50)
^ Thig fpom under the percentage of income of
banis and corporations paid in taxes.
^
50
^
Taxes between farms are not levied in proportion to income
received. In recent years there has been great specialization in
farm production thru intensive cultural methods applied to par-
ticular crops. In such cases the value of the property is no
indication of the income of the farmer, and taxes levied on a
property basis are inequitable from the standpoint of income
received.
In order to determine the relation between taxes paid and
income, the farms of the Littleton area were divided into two
groups showing either a positive or negative labor income. The
farms of each group were then classified by derived rate of taxa-
tion on the actual valuation of property with results as given in
table XIX, The farms with a positive labor income, or gain, have
a greater percentage of property assessed at the lower rates than
farms reporting a loss. In the former case, 67% of the property
is assessed under $1.60 per $100 valuation, while on the farms
showing loss, only 43$ of the property is assessed lower than this
rate. The difference between the two groups of farms is shown in
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TABLE XIX
A Comparison of Capital Assessed at Different Rates on
Farms Showing Gain or Loss, 62 Farms,
Littleton, Massachusetts, 1920.
Farms Reporting
Labor Income or Gain
Tax Rate
cents per
$100 : Capital
% of
total
Gumu- :
lative
,
Capital :
% of:
total
,
Cumu-
lative
%
70- 89 '$> 45,216 7.4 : 7.4
90-109 28,586 4.7 12.1 % 19,80l" 5.6 5.6
110-129 118 630 19 3 • 31 4 5 6
130-149 : 135,741 ' 22.1 : 53.5 : 87,870 24.8 30.4
150-169 : 85,371 13.9 67.4 r 46,904 13.3 : 43.7
170-189 : 67,800 11.0 : 78.4 I 24,506 6.9 50.6
190-209 : 64,752 : 10.6 : 89.0 • 103,580 29.3. 79.9
210-229 : 36,819 6.0 : 95.0 : 20,855 5.9 85.8
230-249 ! 95.0 : 17,839 • 5.1 90.9
250-269 ; 23,125 3.8 98.8 : 16,200 4.6 95.5
270-289 : 6,278 1.0 99.8 : 15,919 4.5 100.0
Total :$ 612,318. '# 353,474.
Farms Reporting No
Lafro r Income or Loss
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Chart V.
Explanation.
This chart shows that for the farms under consider-
ation, those reporting a labor income above were assessed
at a lower percentage of true value than farms reporting a
negative labor income or loss. The percentage of the total
value of the property paid in taxes is shown by the horizontal
scale giving the derived tax rate in cents per $100 of actual
valuation. The cumulative percentage of total value of
property of each group of farms is measured on the vertical
scale. The cumulative percentages are obtained by adding the
percentages of total capital assessed at each rate group from
left to right. The curve of the farms reporting a gain rises
more rapidly than the curve for the farms showing a loss,
indicating that more of the property of the former group is
assessed in such a manner that a lower percentage of the total
value is paid in taxes. Farms reporting a loss are assessed
at a higher percentage of their true value since most of the
property is taxed more per AlOO valuation.
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CHART V
Cumulative Percentages of Capital Assessed at Different
Tax Rates for Farms Showing a Labor Income of Either
Gain or Loss, 62 Farms, Littleton, Massachusetts, 1920.
60 80 100 120 140 160 180 200 220 240 260 280 300
Tax Rate (cents per #100
)
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Chart VI.
Explanation.
A comparison of the cumulative percentage
curves of this chart shows that labor income varies
according to the percentage of true value at which
farm property is assessed. Farms paying the highest
tax per $100 of actual valuation have the lowest
labor incomes, in this case a loss. Farms paying
the lowest tax have the highest labor incomes. In
other words, those farms having a labor income of
more than $1000 are assessed at a lower percentage
of their true value than farms with no labor income.
Farms having a labor income between O-flOOO pay less
tax per $100 of actual value than farms reporting a
loss, and more than farms with a labor income of
over $1000.
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CHART VI
Cumulative Percentages of Capital Assessed at
Different Tax Rates According to Amount of Labor Income,
62 Farms, Littleton, Massachusetts, 1920.
60 80 100 120 140 160 180 200 220 240 260 280 300
Tax Rate (cents per #100)
irve
graphic fashion in chart V, The cumulative percentage cu
representing farms reporting a loss, or minus labor income, rises
more slowly than the curve representing farms showing a gain.
A further classification of labor incomes shows that there
is direct correlation between size of income and ration of
assessed value to true value expressed by the derived tax rate.
Table XX and chart VI support this contention. The farms with a
labor income of more than $1000 are assessed at the lowest per-
centage of their true value since the derived rate is lowest on
this class; farms reporting a minus labor income are assessed at
the highest percentage of true value since they have the highest
derived rate. Farms with a labor income of from ©-$1000 are
assessed at a intermediate percentage of their true value.
If the 143 farms of all three groups are taken together
the same trend is indicated. Farms with the lower labor incomes
are assessed proportionally higher than thels- farms with high
labor incomes.
Farm income is a better basis of ability to pay than labor
income however. An analysis of the data from the farms of the
Massachusetts areas shows that there is little relation between
farm income and taxes paid. In 1921 there was little difference
between the incomes of the large and small farms, and the percent
of farm income taken in taxes was largest for the farms with the
largest capital investment.
Statistics from other states indicate the same fact. An
investigation by the Chicago and Forthwe stern Railroad has shown
that in the states of Illinois, Wisconsin, South Dakota, Iowa,
- 52 -
and Minnesota, taxes per acre of farm land bears very little
relation to the value of the land. Land values in these states
are of course influenced by speculation, but on the average
they may be said to represent the earning power of the land.
In so me cases, taxes per acre are as much as 39 $-40% of the
normal interest on the investment. In Iowa, taxes per acre are
as much as 25^-30$ of the rental value of the land.^ 58 ^
In general then, it may be said that taxes are not levied
in proportion to the income received by the farmer. This has
been particularly true during the past few years of depression.
The percentage of income taken for taxes is larger for agri-
culture than for other industries, and there are also individual
inequalities between farmers in the same taxing district.
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Part IV.
.Farm Taxation and Tax Reform.
It is a significant fact that nearly every tax reform
movement of importance in recent years has been of some benefit to
the farmer. Perhaps the most general movement has been the
separation of state and local revenues, that is the raising of
revenues for state and local purposes from different sources. The
farmer has benefitted from this thru the elimination of the motive
of local taxing districts to keep their property valuations down
as much as possible in order to throw the burden of state taxation
on some other district. Where there is no state property tax
assessments are made upon a more equitable basis and the farmer
derives the benefit. Practically all states derive part of their
income from sources other than the property tax, and a few derive
their entire income from such other sources. The movement is
spreading and eventually in all states only local revenues will be
derived from the great property tax.
The second reform movement from which the farmer derives
benefit is the centralization of control of local tax matters.
Thru State tax associations and boards of equalization more
property is placed upon the tax duplicate and many of the in-
equalities between districts in the same state have been eliminated.
This is particularly true in case of livestock. Formerly ,ir
many
of the states the livestock assessment varied as much as
20'O'/*
between different counties, while the present tendency is
to make
all local assessments conform very closely to the
average valuation
for the state. Thru interchange of ideas between
these central
tax bodies from one state to another, there is also
greater equality
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in assessment between different states. This removes part of the
handicap of the farmers of some sections but the movement has not
spread sufficiently as yet to give all the possible benefits.
The central tax authorities have also benefitted the farmer
thru the elimination in part, of the inequalities between individuals,
by demanding frequent reassessment and allowing hearings on all com-
plaints. In a few cases, the tax commissions are vested with power
to- remove the local assessor for failure to render fair assessments
and this tends to give a fair degree of uniformity thruout a
district. In Wisconsin and Minnesota the tax commission determines
the average valuation of property for each county thru records of
sale values and thus establishes a basis for assessments. This
method has met with great success and will doubtless spread to other
states in time as it is the best method of assessing real estate
fairly.
The third reform movement is the classification of property
for purposes of taxation. It is recognized that the value for sale
purposes is not a fair criterion for purposes of taxation with all
kinds of property. Farm property has been classified as to the
uses to which it- is put, and each class of property takes a
definite rate. Classification also makes it easier for the assessor
to arrive at a fair value for farm real estate because he can
assess each class separately and arrive at a total which will be
somewhere near correct while with the former system he attempted
to assess all land in a lump sum and errors were bound to creep in.
Classification has also had the effect of bringing more property on
to the tax duplicate, particularly intangibles, and this
reduces
the burden of taxes upon real estate, the farmer thus
deriving
double benefit.
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There is also a present tendency to exercise greater care
in the selection of local assessors.
(
91 ) In the past, the assessor
was a man in many cases entirely unfit for his duties, but this is
being overcome thru better selection by the voters and instructions
by the various state tax commissions. A few states maintain annual
or semi-annual meetings for assessors in which the various problems
of assessment are discussed and instructions given to cover many
contingencies. In addition the tax commissions from time to time
furnish pamphlets and bulletins containing information relative to
the proper assessment of property.
The agitation of a few years ago on the Ralston-Nolan bill
represents a movement which is of questionable benefit to agri-
culture. This bill which was introduced into Congress in 1930,
provided for a progressive tax on parcels of land worth over $10,
000 exclusive of improvements. This form of tax is called a tax
on land values and is a modification of the single tax proposed
by Henry George over thirty years ago. The original proposals
called for an exclusive tax on land which would appropriate the
entire site value of land for public purposes. All rents were to
be eliminated thru progressive rates on land values. The recent
proposal as indicated above differs from the si ngle tax in that
it is not exclusive. The sponsors of the bill claimed that it
would benefit agriculture since over 90$ of the farms of the United
States would not be affected by it. It was intended to fall
primarily upon urban lands and upon large land holdings in the
West held by individuals for speculative purposes. The bill
received much publicity and support from the manufacturing
and
business interests but was generally opposed by
the farmers, so
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that it was defeated.
The difficulty with a tax of this sort is that it is almost
impossible to separate the value of improvements from the value of
the land. This is particularly true in the case of farm lands where
the improvements often give the land its entire value. The tax
operates more successfully with urban lands. Several cities in the
United States have a system of assessment which throws practically
the entire tax burden upon lands and the scheme is reported to be
successful.
(
3S ) It has also been tried successfully in several
European cities and in a few cities of Western Canada. In New
Zealand, taxes on all land values are levied with a fair degree of
success, but there is little likelihood of such a tax being tried
here due to the strong prejudice against it on the part of the
average tax-payer^3*^
Aside from the reform movements just mentioned, certain
other recommendations may be made which will operate to the
advantage of the farmer. It has been said that the great weakness
of the general property tax lies in the local assessment , and it is
here that all of the inequalities arise.
(
Q ) A full time assessor,
at a salary commensurate with the importance of his duties is
essential for uniform assessment between property and individuals.
He should be trained for his position and subject at all times to
adequate supervision. The position should be appointive instead
of elective, and tenure of office should be dependent upon proper
discharge of duties. Assessments should be revised once each year
in order that the state may obtain the benefits of an increase or
the individual the benefit's of a decrease. In making assessments,
the use of an assessment map showing assessments of all properties
in a district should be universal as it givea the assessor a
- 57 -
definite working basis. Where necessary special assessors should
be employed to assess particular types of property in order that
there may be uniformity among all property owners.
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Part V.
Summary and Conclusions.
The following conclusions may be drawn from the prece ding
data:
1. In recent years, the general rise in taxes has affected
farm property more than other forms of property due
to greater proportional increase in local public
expenditures in rural sections.
3. As a result of the recent depression, the farmer is
less able to pay a heavier tax burden than other
industrial classes because he receives less for his
products. In the matter of recovery from the
depression thru the present rise in prices, farm
prices tend to lag appreciably behind the general
price level.
3. Agriculture is subject to many inequalities in taxation
the most common of which is a discrimination in
assessment in favor of the large farmer.
4. As between farms in the same taxing district, those
having a large percentage of capital investment in
real estate are assessed at a lower percentage of
their true value than other farms.
5. Buildings are taxed at a higher percentage of their
true value than land.
6. Working capital including machinery and livestock
is
taxed higher than real estate thereby handicapping
the small farmer and the tenant farmer.
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7. The indications are that livestock is assessed higher
than any other form of farm property. Farms with a
high percentage of capital in livestock pay taxes
at the highest rate.
8. Inequalities in assessment between different taxing
districts, between states, and between geographic
divisions act as a handicap to many farmers.
9. Inequalities in assessment between tangible property
and intangible property have been the cause of an
unduly heavy burden on the farmer in the past, but
this condition is disappearing. Farm property is
still taxed at a higher percentage of tax value than
other farms of property.
10, Farm taxes bear no relation to the ability of the
individual to pay. In the areas under consideration,
farms reporting the lowest labor incomes were assessed
at the highest percentages of their true value.
11, Present reform movements in tax administration offer
some direct benefit to the farmer, but due to the
time necessary to effect the changes proposed, the
farmer is deriving but little benefit, with the
exception of a few states.
12, Extensive investigation on the nature and extent of
various inequalities in farm taxation is needed in
all states. Without such preliminary investigation
all remedial measures must be merely experimental.
—60*.
The Taxation of Farm Values.
Part VI. Bibliography.
Prefatory Note .
There is little literature dealing with the subject of
farm taxation as such. Most of the material is derived from dis-
cussions of the general field of taxation in so far as they apply
to agriculture. Viewed chronologically, the literature here cited
falls into four broad divisions. First, there are the early writers
who developed the fundamental principles of taxation adapted to
the State of their period which was largely agricultural. The
second principal group consists of the writers of the nineties who
began the agitation for the program of tax reform now taking place.
The panic of 1893, with the ensuing distress to farmers, seems to
have served as the basis for the writings of this period. The
third group arose as a result of the panic of 1907, when the demand
for revision of taxation methods became general. Writings of this
period reflect the results of the investigations beginning to be
made about this time. The last group is the result of the general
rise in taxes during the paBt seven years and the present financial
difficulties of the farmer, as well as the growing general interest
in matters of public finance.
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